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"AVIS RENTS CADILLACS 
AT THE CUTLASS PRICE. OH A 
FIRST COME, FIRST SERVED 
BASIS. HERE'S WHY." 



David Mahoney Chairman of Avis, 




O ISfle Ark Rrttl A C*r fym #m? , I w . A v 1» * 

When Avis was offered a special opportunity to acquire new K*ffi 
* C:idilku:s t vt€> jumj -a\ the chance, Ami bought even I 'hi iitW we 
could get. 

Now we're renting t hem at the (tame rale wecharge for our regular 
four-door sedans. Like the Oldsrnobile Cutlass. And thongs no 
mileage charge at Avis. Not ewn on these ( adillaesf 
( 3f course, at this special rate, and with our limited supply* no reservations for the 




Cadillacs can be accepted. Instead, the cars are available i»u ; t first comc\ (ir*l served 
basis at selected m^jor Avis ligations? 

So if you want to enjoy ( 'adilbu- mm fori without |ming 
Cadillac pricey, hurry into Avis and sLsk for one! We've got a great 
deal going. And it's going to g<* fast, 

I adilkcsat Avk_ ] tM another way... TOTHW fUJffif ft MAKES AVIS SKOttD ID MHL 
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How to put the 
big board on a 
small screen. 



Th lake stuck ut rhtr siruiirion, sin invrsior 
could use the IBM Ptrsorml Computer. 

Wirh our Draw j ones'* Reporrer/ a device 
called a modem 1, and a tekphncu', you L.m access 
VCkll Srrwt ttmi rhe world 

Tap the Dow j ones 
News 'RftriuvLil Service" lor 
hiMrorji_,Ll .mJ L LLrre rir sr.:vk 
i|uutcs— day or niijlit. 




f It4 (Use- uur Dow Jocks 
B Reporter m>t only lor easy 

A ■ c C9S; but ft) SiiVu rnijii-; J 
A "i i confix i Mm?.) 
» Hull 10K 
OW 6.000 companies. 

Gvi industry news. 
Ewii enjoy sports news 
v. btti you've had your 
fill of business* 

lb better manage your 
portfolio, visit aurhof iv:cx[ 
IBM Personal Computer dealer And 
ltr.irn how a small IBM irmtttmem otn £ivt J 
you a hi t eh yield in c|iui[ifv. power and 
pcrrurrnanc.t:.==^=. 





The IBM Personal Computer 
A tool for modern times 
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CHAIR MAW OF THE BOARD 

Paul Thayer 

PUPElUPfT 
l>. RkJnart l Lflihw 

GROUP VtCf PflCSIDEHT/COWMUUlC ATlOHfr 

Dr. CaM Grant 

MANAGER OF THE PUBUSHWfc O.ROUP 

David A. Rm 
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Covet Story 22 

Support for the principle of a flat-rate 
tax now enmes from all points of the 
MiUcal Hpectrum k but there will be 
con trover ay over detail*, 




Crumbling Highways 26 

There's not enough money to repair the 
nation's existing highways properly, lei 
alone build new ones. Solutions rould 
be costly to business, 




►few Course *t S»A 33 

" '"I'l'f Jamrrt Han tiers wees only tw-n 
^purwa for the problem -ridden agency: 
[ J| An|fc i with the limes or fade from the 
^"ent*. Hf hafi made his ehuitfe, 




swrig Court Congestion S2 

Jjwf Justice Warren Burner advocate* 
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Discouraging Tax Evaders 30 

Everyone agress with the goal— to dis- 
courage cheating and catch those who 
don't pay their a hare of federal tax. Bui 
business disagrees with propoiWHj solu- 
tions Lhat would further oompHi/ate the 
tax matters of firms both large and 
small. Increased reporting require- 
ments and stiff er penalties are the two 
avenues Congress ts considering 

L*s*ons of Uodenhip 38 

FYank Perdue, the tou^h man who suys 
hi- mal^y li tendt-r \-\r .:. ,-."L ■•■ 1 
chickens. Now he raises 2£G million a 
year. The success of his processing 
plana; and marketing operation ns due 
to his innovative approach and to his 
willingness to take chances. But he 
says be doesn't want to prow too fast 

Science Adviser's Role 45 

Pure scientific research is all well and 
good, saya George Keywnrth, White 
House sekmce adviser but new technol- 
ogy mujt get from the lab to industry, 
Encnu raping thjit transfer Ls one way 
government can help business improve 
productivity and innovation. 

Why Uniom Low SO 

Good communication between manage- 
ment and workers is among the reasons 
some companies don't worry about 
union organizers Attractive wages and 
benefits add up to another- In fact as 
workers move up the financial bidder, 
they begin sharing their manager** con- 
cerns about business and economics, 

Rating *• Condtakrtw 57 

Several major organisations grade the 
voting; reuonls of senators and repre- 
sentatives, and the rating* they assign 
can have an impact on the type of sup- 
port— and opposition— that member? of 
Congress receive when they run for re- 
election. A listing show? whirh con- 
£n>H*men get hijjh nwk* from husi- 
ne*s 1 labor, conservative and liberal 
tfroups. 

Getting a Firm on Hi Feet AO 

Ijiurence Leeds, head of Manhattan In 
dustries, turned to diversification to 
-linn l j [ j Lis unready firm. Hf Jjd si in 
a controlled fashion, shifting emphnsis 
fnini men'? moderately priced shirts to 
children'* apparel and high-priced Worn- 
«n'* labels. And it worked. 



Shorter Wait on Gains? 61 

The one-year holding period required id 
qualify investments for long-term capi- 
tal gains treatment slows shifts of 
funds and promotes inefficient use of 
rapiufcl, the yeeiiriiies industry says, It's 
hacking legislation to restore the six 
month hulding period. 

Priorities at U.S. Customs 62 

Commissioner William von Raab's lop 
priority is enforcing the law and nab- 
bing smugglers. But U> him, that d<*es 
not nu-un coating obstacles for law- 
abiding travelers and cargo, since an- 
other priority is facilitating trade. 

Life-Style: Scuba Diving W 

A wet world of wonders awaits the ex- 
ecutive who dons mafik and swim Tins, 
There's lots to do underwater. *i#ht- 
seetng, speatfishtng, photography — 
and meeting the challenge of coping in 
a completely different environment. 
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THE BOOK THAT BUSINESS CAN'T PUT DOWN. 

The Bell System YeJfow Pages is the book that business people read cover 
to cover repeatedly, fn fact- as a recent survey* proved, it's their #1 reference book, 

Thai's because, if they open the Yellow Pages, ihey generally close a deal. 
And now in a number of metropolitan areas there's a new edition of the Yellow Pages 
titled the Business to Business Bell System Yellow Pages, 
Its contents Include all the businesses other businesses need and an easy-to-use index. 

Let your fingers do the walking. 

K 
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► CRITICAL PERIOD for Republican can- 
didates in tight congressional races 
could begin Just after Labor Day. 
Whether economic recovery is taking hold 
should be clear by eorly fall* It has 
been assumed from cutset of 1962 cam- 
patgn that pre-election upturn would 
benefit SQF, Democrats have been 
pounding theme that Reagan economic 
Program has failed p and they are going 
all-out to make this election a test of 
public confidence in it. Good question: 
Who will benefit if upturn is sluggish? 

► REPUBLICANS won't be looking for 
Full~scaie boom by Labor Day— unlikely 
in afly event "but for signs of long-term 
recovery* Most important, they hope 

for decline In interest rates and hike 
ih retail sales* Interest-rate break- 
through is necessary prelude to upturn 
in housing, autos and major appliances, 
aa well as to all businesses seeking 
capital funds for Inventory or expansion* 
I gp roved retail sales would translate 
■Quickl y into increased production 
because many sellers are low on 
inventory. 

* HECENT TAX ACTIONS within Congress 

makings of clash between House and 
Senate over constitutional authority, 
^ut those whose turf was invaded 
"ltd cot press point. Constitution says 
tax bills must originate in House, which 
frame t-g considered closer to people* 
°ut Senate took lend last month by 
0rl Sinatlng broad tax wessure designed 
to raise nearly 8100 billion over next 
three years to moderate anticipated 
£*»i*ral deficits. House, its constUu- 
^l £t>al prBra pj sxlves no t with standing, was 
Sl^Ju LJfilllnE to let Republlcan- 
T^Sl jollea Senate get out in front op 
^&£ ting taxes. 



► AFTER VOTING WITH FANFARE for budget 
restraint , Congress frequently begins 
quiet maneuvering to restore cut funds. 
To help end this game, U,3. Chamber of 
Commerce has set up tight tracking 
system on appropriations process. It 
starts at subcommittee level. Chamber 
specialists on specific areas of gov- 
ernment will monitor developments in 
their respective areas, and their find- 
ings will be coordinated* This input 
will enable Chamber to spat budget" 
busting moves early in cyols L in time 
for its members to communicate with 
congressmen who are in best position to 
restrain spending bills. 

* 'TIS THE SEASON for optimistic proj- 
ections of data for congressional 
adjournment. First target —already 
looking doubtful — was October 2. 
But lots of Important legislation needs 
action* Mass of detail must be cleaned 
up for tax and budget (natters, After 
that, there's balanced-budget constitu- 
tional amendment , revision of Clean Air 
Act, establishing federal nuclear waste 
disposal procedures and more, Outlook? 
Lame ducks may be sitting in November. 

► SUPREME COURT next term will take up 
long-standing dispute dealing with fun- 
damental concept in regulatory reform 
efforts: congressional veto. With 
increasing frequency recently, Congress 
has given Itself authority to block 
proposed actions of regulatory agencies* 
lawmakers asserted this power in res- 
ponse to complaints that regulators 1 
actions too often exceed intent of 
Congress* Recent Presidents have 
opposed^ _je£ts la t [ve veto concept on 
ground that it conflicts with separation 
of powers. White House argues that by 
use of veto, legislative branch Is try- 
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log to dictate actions of executive 
branch agencies In manner that short- 
circuits normal constitutional path for 
legislation* Sow* third branch of 
federal tree — Judiciary — will try to 
resolve dispute* 

* STRAW IS THE WIND? Federal Trade 
Commission Chairman James Killer t 
speaking only for himself, told con- 
gressional subcommittee that he favors 
ending U,S* Postal Service monopoly 
on first-class mall. So did top 
Reagan communicat 1 ons adviser Barnard 
W under, assistant Commerce secretary 
for coEuzumi cat tons. Could they be 
testing reaction to initiative under 
consideration as .part of new Reagan 
domestic package? 

► IS INDEPENDENCE of Federal Reserve 
System- — manager of nation's money 
supply — In danger? Probably not. 
Level of grumbling about Fed has in- 
creased in inverse proportion to depth 
of recession, as usual- Potshots are 
coming from liberals * conservatives and 
even high-level members of Reagan ad- 
ministration* But that's merely 
evidence that Ped is serving one of its 
most important secondary roles: polit- 
ical lightning rod. C on re s s _can_e_n d 
central bank's independence an^ time 

it chooses. If it did, however . more 
of blame for economic problems would 
fall directly on legislators. 

► MORE CHANGES COMING for television 
industry, which has seen plenty already. 
Federal Communications Commission has 
proposed to drop its ban on ownership 

of cable TV systems by I? networks. 
FCC Chairman Mark Fowler also promises 
to review other ownership limits icr.- 

osed,_on broadcasting industry, such as 
rule forbidding possession of more than 
five VHF TV stations* Commission re- 
cently lifted restrictions on pay TV and 
also opened way for direct satellite* 
to-home TV transmission. 

► CHANCES COMING for FCC and ICC* too. 
Senate Commerce Committee has approved 
some reductions in force at top level 
of two regulatory agencies. Federal 



Communications Commission would lose 
two commissioners* going from present 
complement of seven to five* Inter- 
state Commerce Commission would shrink 
from 11 to five. However, five of its 
seats are currently vacant* Senate 
committee slipped changes into budget 
reconciliation legislation. Capitol 
sources say they have &ood chance of 
becoming Law* 

* MAXIMUM OSHA FINES are $1,000 for 
first citation for serious violation 
and SlOpOOO for repeat violation. But 
definition of repeat violatlon_has 
varied among local and regional offices 
of Occupational Safety and Health 
Administration. No more, says agency 
head Thorne Aucbter* New policy- 
applicable nationwide— defines repeat 
violation as violation of same standard, 
at same plant, within three years of 
initial citation. For contractors and 
others without fixed plant sites t 
repeat violations must occur within 
game portion of state as original* 

► SECRETARY OF STATE George Shultz 
embarks on his new Job with warm praise 
from international business community. 
Appointment of Secretary with strong 
background in international economic 
policy is welcome break from tradition, 
notes Michael Samuels, vice president, 
international, U*S. Chamber* "Inter- 
national economic policy has been the 
stepchild of domestic economic policy 
or of general foreign policy P * Samuels 
says. He predicts that ffhultz will 
bring new dimension to critical cabinet 
post because 'he.. understan d s the reai 
economic world** Shults was formerly 
president of Bechtel Corporation, a 
worldwide construction firm. 

► WHITE YOUR SEC. Officials of Securi- 
ties und Exchange Commission fret that 
they seldom get any comments on their 
reform proposals from those who are 
likely to be most directly affected, 
The^ are searching fur ways to get more 
input from financial and business 
people* They already get plenty of 
input from securities lawyers and 
accountants* says Chairman John Shad* 



Before you commit 
yourself to a small computer, 
see if it can answer. 

"i dor 



Meet the new 
Burroughs B20. 

Choosm^j srnnW business 
computer, like marriage, tea serious 
^U j |j. Withfiir-K-iwhing. hmg-term 

Thai's why our new B20 i* 
designed to answer *T do* lo these 
ihrw? questions thai you should ask 
any snidJl computer bdure you 
entntat it with yriur worldly jsoods, 

Do you know my 
business? 

The B20 can answer "[ da" 
BuiTuugjM, offer* a growing list of BUO 
software packages deigned for 
*|toriru' businesses, it you're a 
^lioi^sjJirr, furettimpft, ihr H^Jhas 
a whotesak- p£iika£u. It will enable the 



B20 to handle the type of accounting 
nud generate the kind of informal urn, 
needed by wholesalers. 

We also hove general purpose 
programs, including w advanced 
electronic worksheet called 
Mulliplanr one uf the most powerful 
inudelinij ;«nd planning tools available, 

Do you promise to grow 
with me? 

The urn am answer '1 tit? It 

leU you start with any of three 
different niemnr> aipiidtiess. the 
smallest of whkh is 128Kb of RAM. 
As time aws by. you can continue 
adding to any B2Q system you've 
chosen* so that it am keep up with 
the Krcjwih uf your company for pom 
and years to conie — wiihuut a need 
Un re|jr-j>rrkjtini!!^. 



Atari il»e B20 has, of cijLirse. 
word prtx'essinjj capability. So ii 
can bundle all umr mhirmLitnm 
processing needs. 

Do you have a company 
with 95 years* experience 
behind you? 

Tlie B20 can answer *1 do'" And 
Kurrnu^hs vast experience in helping 
small businesses mana^ irrfnrmaticin 
will be very helpful to you, In service 
jnd MJiiporl. In supplies And ui 
-jvvriill rfisy-l<i-Lirii!er^!ii«Kl 
prutedures. 

Kin more information ;ibi tui 
The tiur roughs B^J jikJ where you 
ranges loknou itnd km- ii, call 
l-8UfMi2l-ft197, Ill (hi 
lllmaia.c&l! 1^572 8724, Ext. 114 l 




Bui Id i ns on strength 
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Low price time 
clock helps small 
companies meet 
strict requirements 
of wage-hour law 
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Clean Air Not an Issue 



In your article "Why Business 
Wants the Clean Air Act Chunked" 
[June], Rep. John 0 Dingel! ID- Mich,) 
is 9 ho wd s-pealcmg to steetworkett? and, 
actordia|f to the caption, endorsing the 
industry-backed amendment* to the 
Oean Air Art 

Dkigell is a strong supporter of H,R. 
5252 arid i& a constant spokesman for 
it* provisiton&- However, on that occa- 
sion no reference to the Clean Air Act 
was made. Although the group was in^ 
deed &tee I workers, it consisted of (Tim- 
bers and friends of Iah-uI Union 26S9, 
Mc Louth Steel, who marched in Wash- 
ington in a demonstration against the 
announced shutdown of that facility. It 
is Important to emphasise that the ihr 
pollution control obligations for that 
company were not in any way a factor 
in the pending bankruptcy procedures. 
Hence, the caption "Unemployment 
among blue-collar workers can he 
esuMsd" is not an appropriate conclusion 
relntivt' to Lhc proposed changes con- 
templated by U.K. 5252 us they mraM 
apply to McLouth Steel. 

John" J. 5kkj;han 

I-e(rLsbitive Director 

United Steelworkera of America 

Washington, D.C 

Eilitur*$ note: Though w$ erred in tut* 
itip this pttrtitu/ar photo to illustrate 
the paint, the tnpiian accurately rc- 
jleetx DiTtgclfs position on t.hr ( lean 
Air Act amrntiwenta ns they apply to 
job opportunities. 

Wh#r& to draw Itw line 

In his June column, "Common Sense 
And Censorship/' J amen J, Kiipacrick 
ft&tefi k "It is possible to pnow into liter- 
ate adujthood withoui having read 
Huckleberry Finn* 

Of course it is possible, but is it dosir* 
abte? It Ir po«ifiible to grow into literate 
adulthood without having read Shake- 
speare. Melville, Hawthorne, Hemmi?" 
way, Fltzffertiid at even the Bible. The 
question w who draws the line ami 

f( .?eenifi to me that whon one work ie 
deemed expendjible, it becomes easy to 
•ItAU ;i lint- thai extends the ireneraibfia- 
tion to alt works- If flncklrbrrry Finn 
offend* u lacks, we can obewrw that 
()!ttf'ifo msifhs J" likewise, thai The 
Seartet Letter uf fends Protestants and 
that Mobtf Dirk offends CathoheA. Do 
we ban Hemin^ay becnUAe we reapect 



the a^naidvities of environmentalists 
and Fitzgerald because of hie depiction 
of the idle rich: 

The issue of censorship should be dis- 
cussed in terms of what constitutes the 
best education for our children, 

KoHKtrr J, Laii-o 

Gnwancy Federaf Ssvjnjz? 
* [jiian A.^n-:-;;Uii>:i 

Glenview, IJJ. 

Right game, wrong position 

I wns tfre;itly arnuseii to find Dick 
Lynch, a former New York Gianis fucn 
hall player, irk-ntified as a linebacker in 
the excerpt from Matthew J. CuNitfau'h 
iMHsk. Grttiitt} Bark to thr En dir. 1 * of 
Selling, \j\ the April issue. Dick Lynch, 
who was a marvelous ly agKressive and 
exciting pluyer, wiw a uonirrback. not*t 
linebacker. H,\rtOLD Mi rav1 

Pittshur^h. J 'a 

IRAs and inflation 

The young lady who wif] he a nrffikffl 
aire- at Age fiG [' 'IRA* Are Off to a 
Running Start." June] by investing: 
only Sa,ofK) now at a tfunranteed rate of 
H pe^nt is indeed fortunate. 

She h also fortunate to have many 
options open to her. She could retire at 
age 4fi and receive as much as $9,000 a 
year from Sucial Security if she were 
ivj I lectin^ at the hi^hejst level of pay 
ment 

But millions of AmtirieaMi* will never 
he rich even though tfjev are de^itLns: 
enough money in Social Security 
make them milEionaim, 

For example: If a person eurntf 
tl^m a year, his Social Security t» fa 
Sl.OStt a year. If ttal amount were de- 
posited eACh year for only *even yi-firs 
at 14 percent Lntere«L and if it re- 
mained at thai interest rate, he would 
be a millionaire * doner than the younjt 
Woman in the article. 

Furthermore, after only 20 years h e 
could draw almost Slu\000 a year— la* 
*tead of having to wait 40 years to ob- 
■iiin Social Security. If he wanted to 



Send tetter* to EditQK NATION^ Bt si 
KESa, 1815 H StrctL A'tt r ., Wa&hmg- 
ton t DC tmiK arid include Hour 
phone number. Letter* nddrMwd ^ 
the Etlitor tnti iir ton*id*wd for > yah 
tietitiam uttlejss the writer requ&t* 
nthrrtriMt ftwd thry nmy he cditfrd aw 
randttMtL 
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MUTUAL BROADCASTING 



Ifie mghfy acclaimed "Agronsky 
& Company now brings the 
sparkling wit and lively debate of 
the country's leading journal - 
tsts and commentators 
Mutual listeners. 
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resident carre- 
- spondents in ail moj 
world capitals, Mutuaf 
is a clearinghouse for 
international news 
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Mutual is the only cdm- 
mercfol radio network ~ 
in the nation's capital, 
with more reporters 
Than any other 
nefwc 
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"Reporters Roundup" brings a 
leading newsmaker before 
Mutual correspondents each 
week to probe me news behind 
the headiines. 

-l-J3nly Mutual delivers insider 
exciusives trom Jack Anderson; 
authoritative business wrap-ups from 
"Hie Forces Magazine Reportfand 
-—housing updates from "On the Homelront 
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Humors radio satel- 
lite feeds Hie news 
I, America 24 hours 
a day, through its 




expansive, coast-to- — j 
coost network of affil- 
iates Mutuol affiliates 
receive 66 newscasts 
every taoadcost day 




At Mutual we're committed la bringing you the best In news programming. 
I | Tnofs why the news works 

E5 MUTUAL BROADCASTING SYSTEM 

Radio is our only business. 



'MANAGEMENT 
ATTITUDES 

Toward Frodyctivity " 

Information Every 

Manager Con Use 

Companies can Increase rhe 
Row of good ideas through the 
use of feworcte Find our how 
managers end employers tNnh 
olite about rhes* revvarcfc , . 
and how opinions differ. This 
srudy is on irxlispensabie com- 
panion ptece to the Employee 
ArrirudeV' study. It shows which 
pnrernaf and external factors 
would Improve compony pro- 
ducNvity, how company corn- 
pensorion feartrres are ranked 
how key ex«urtv« view The 
possible impoa of foreign prod- 
uce in rheir markers and rhe 
importance of hovir>g o pro- 
ducvtvjfy specialist on itoff Sin- 
gle copy. $6.00. Order #6505 
from Cha mber of Com mere* of 
tt>e U S.. PO Eton 114, Kensing- 
ton. MO 20795. 



California hmkJetVi ckW oippr&pocA 
n±t i 
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"Workers' 
Attitudes 
Toward 
Productivity 

The first detailed sampling 
of employee opinions on their 
own workplace productivity: 
The results of this new survey, 
a joins venture ol Lhe U S 
Chamber of Commerces Sur 
vey and Productivity Centers 
and the Gallup Organization, 
are full of insights to help 
management to uncoveF val 
uable "employee resources. 
Especially helpful for person- 
nel administrators and man- 
aqerial speech writers. Sirttjle 
copy, S8.0G; 2-9. S7 75 ea. . . . 
additional discounts on 10 or 
more. Order "6282 from 
Chamber of Commerce of the 
US-, P.O. Box 114, Kensing 
ion. MA 20795. 

i^W chctfti v*y*t± to Qwnter «* Cem 
rmrcr of 1hr US,*nd *dd upptoptm? Mir-* 
t* k* dcW** wi CjHc*tH* *id eh* Dwvki 

flf CokifTttli* J 



wait approximately 33 yeans to Mart 
taking hiit interest, he would get 
$50 T 00fJ a year even though he jjiiid the 
equivalent orf the Socml Security Ux for 
only aeven yearn. 

Of course, if be deposited the 11,050 
tiach year (as he does fur Hoc ail Securi- 
ty), then he could get hiss jl(] B IW0 a year 
in only 18 year*, and if he kept up hit 
payments for approximately 37 years, 
he would he more than a millicmaire- 

[f you included th>* employ ex's match- 
ing iax P the employe could draw his 
310,000 a year in only about 13 years 
instead of 40. Or he could be worth U 
milLion in only 32 yean. 

That is why the* ffystern haa been to- 
beted the "Social Security fraud. 1,1 
John M. Klckk 
St Clair Shores. Mich. 

The Individual Retirement Account is 
one of the most creative devices for 
increasing saving and helping Ameri- 
can* provide for the future. 

It Is Important, however, not to mini- 
mise the negative effects of inflation. 
Inflation i* not an uneontru liable recur- 
rence. Those who benefit, from inflation 
and the paying buck of hard-varaed dol* 
|:ir= with cheap dollars have nnudh to do 
with helping it ataa^;. We should Lie vig* 
ilant against any action that would pro- 

iLUi:* [JiflatiDlk 

Manipulation of the money supply ifl 
ii.ii rlie way vu keep inflation iluwn Tht: 
I -s' way w through hetter manage- 
ment— rnqre efficient use of manpower, 
equipment and cupitaL All Americans 
mtiflt tee to It that what they save to- 
day will truly be worth in the future 
what they believe it wit] be. 

William J. Anton 
Architectural Aluminum 

Manufacturers Association 
Chicago, 111. 

I wlL.ilK -uhecribe to IKAe" benefit* 
to individuals and to the nation. The out? 
an poet that I have yet ui *c* addressed 
is the downs Iraam inflationary impact 
id' this ru'L'umuJuLiJii; -.fwjM^lde wraith, 

Flik Alloy Wire 
Hawthorne, SO. 

The cost of tea cuts 

The June Washington Letter quoted 
Alvtn Rsbushka and Pauline Ryan a* 
sayinjF, "California find* thst taxpayers 
jjot $30 hill ion in tax cuts w ithout a 
decline in public services." 

I uriah Ka bushiest and Ryan would 
come to niy school district and tell chat 
o> bitfh school HtucboUi whose dftsse& 
were gal from six to five periods per 
liny; to iny custodial crew, which was 
rut by 2$ percent; and tu parenta who 
want a new school so thuc their children 
won't have to be bused 10 or 12 mitea, 
Liu t can't ask for bonds to fund it 
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If Nation's Bi'siness reaJly wants 
to find, out the henefie^l effect* of 
Proposition 18, I encourage you to talk 
with school superintendents, city man- 
ager* and county adminifitraton. 

In my opinion, the only jfovurnrneni 
service* not hurt were at the -suite lev- 
i-J— specifically Hie ^n'^rnors riff ire, 
^•tiich has more than doubled its staff 
since then, 

Waynb S. Fmcusok 

Fremant Unified School District 

Fremont, Gittt 

Social Security mm 

1 take issue with James J. KiJpfttnek 
('whom I like very much) concerning So- 
cial Security [ n Stuinbljng Toward the 
Chasm h " July]. 

TJie smarte&t thiuj? the government 
could ilo wnulij to ^et out of thlu 
business entirely. This could be done 
simply by continuing to pay people who 
ire now covered by Social Security and 
not accepting any neit members sta of 
Jan, I. Then We should let this 

monster run its course. 

' ' ■ 1 1 i : ■ l' I < ■ i l r rj -■ jurirjtnit uf muney the 
Department of Education costs* taxrmy- 
erft, it could inform young people that 
the government will no longer be re- 
hpoi^iJile for thrir firnni'-iul jirnoi^e- 
meuLs when they retire. 
Affimja Lee 

VnJli'y MiLinteaance & Supply 
Latrobe, Pn, 

Tax advice from the post 

Your July editorial "Don't Sur rencter 
on Tax Relief." was not tough enough, 
[n tht prrnent tax f]u\t nui ejiuu^h 
^pa^-e is jfiven to red aced spending. 

Frederic Bsstint, a French legislator 
;n:-l stau^man of the MUli rentury, had 
wordu for us today. A seleetion from 
George Roche's book, fVed&ric J?o*» 
titrt: A Ma n Alottr I Arl ington riou^i-, 
New Rocisellt, SA'X s^ltui apropi^- 

"WTren St is a question of taxes, gen- 
tfeswn, prove their usefulness by rea- 
son with some foundation, hut not with 
that lamentable nsnertion: 'Public 
spending keeps the working class 
alive,' It mfkkoa the mistake of covering 
up a fact that it is essential to know: 
namely fe that public spending is always 
a substitute for prhvtte Bpending aivd 
that consequently it may well support 
one worker in plape uf another but add* 
nut hi ok to the lot of the working cla^ s 
taken as a whole. Your argument ii* 
fashk]nabk% but it if* quite ab&urd, for 
the reasoning is not correct-" 

If Congress citnnot understand Jtnd 
ttd on these wordft, iierhstps we had 
better turn the rascals out! 

Pan (El 1 1 IS1 
President 
Ost & Odt 
Potts ville. 

a VST i^ 53 
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MONROE 
MAKES A BETTER 
BUSINESS COMPUTE*. 
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AND WEIL PROVE IT 
RIGHT IN YOUR OFFICE. 

CALL OR WRITE FOR A FREE DEMONSTRATION. 
800-526-7843 EXT. 444 

(in New Jersey 800-522-4503 Ext 444) 



Unlike our competitors, we'll demonstrate ouf OC 8820 
microcomputer right In your own office Where it counts. 
Monroe £ commitment to reliability and responsiveness I 
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includes everything from installation to service and 
software support from 350 company-owned branch 
officer 

See tor yourseff how the better business computer 
can make things better for you. Call or write today. 
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S MONROE SYSTEMS FOR BUSINESS 



BY JAMES J. KILPATRICK 



Fresh Air From the FTC 



Itfflr 4 NO THES i statement 
comes from the federal bit- 
reaueracy ao refreshing in its com- 
mon dense H tto sound in its expression 
of wise public policy. that one reads 
ii first with amazement Xiiid then 
with upptau.se. Thii doesn't happen 
often, mind you. but it happened at 
the Federal Trade (Vimmission a few 
Weeks ago, ami I urn still a little 
overwhelmed by it all A.I the FTC,! 
Aa the gnmdcrhUdren anj\ who'd 
a'thunk It? 

This aplendid bolt of lightning 
o*inn from Timothy J. Muris, direc- 
tor of the Bureau of Conaumer Protection. Moris is. 
32, a native of Maasillon, Ohio, a CaUfomian hv 
adoption. Re worked for the PTC in 1974-76 m policy 
planning; and evaluation; then he taught for five 
years at the University of Mihuii a Center for Law 
and EeonoriiicA, He nerved on the Reagan transition 
team charged with review of regulatory agennietj. 
Last October the FTC's new chairman, James C 
Miller III, named him to head the Bureau of Consum- 
er Protection, 

"The Bureau of Consumer Protection is the most 
prominent of the three bureaus that constitute the 
nv\ dumb* It Turves a> u kind of alembic in which 
propti«ed trade rules ani regulations, an," refined urui 
(Untitled, In times past the bureau hfi> din tilled some 
beau ties- 
Back in Hay one nuch prq>oflaJ at luai came to a 
head, This wai a rule intended to impo&e Industry- 
wide regulations to govern certain food advertising, 
dealing chiefly with "natural food*, 1 ' "energy foods" 
and the cholesterol content of other foods. The bu- 
reau's staff had been working on the rule for eight 
years, through a longf and tedious process of publica- 
tion, comment** hearings, revjiloan, more comments*, 
recommendations and so on. Finally the proposal 
reached Muris" desk, combed carefully through 
the supporting record, And then, like the little jjirl in 
the famed New York&r cartoon, he pronounced judg- 
ment- He said, in effect, thai I say it"* spinach, and 
the hell with it 

A few WEKK3 latch* in an equally drawn-out pro- 
ceeding involving expanded rule* for "enre la- 
beling" of fabric*, he came to the same conclusion, 
Hbf clear and cogent memorandum opinion* oujrht to 
be savored en full they may be obtained on request 
from she FTC's Office of Public Affair*. Let me 
provide a taste of Muris' reasoning., 

First off, he **id, industry wirit* rule* and nida- 
tion* oujrht not to twt aBpOlid until the record con- 




vincingly disclose a need for them. 
Proof of need should not be merely 
"anecdotaL" If the tmnjjoHHi prob- 
lem, for example, is that advertising 
of "natural" foods bt deceptive or 
misleading, hard evidence must be 
adduced Chat substantial numbers of 
consumers have in fuet biren 
wived or misled* 

The need for industrywide regula- 
tion having I wen established, the 
next step iti to consider the proposed 
remedy. In ihu case of fond advfiriis* 
injr, would the precise directives ac- 
complish their desired «nd? 
Third, would the supposed benefits of the remedy 
justify the costa that would be imposed on manufac- 
turers and ultimately on consumers? 

"Two reasons," Muris said, "justify requiring hard 
evidence before we ae/L First, there should be a 
general presumption against government-mandated 
changes in ^tabliahed pnu'liceH. . Second, there is 
u Jiea'.'v f ire* u nip tie n thui murkets work." 
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s the ghlunahv bureaucratic practice, the pre- 
sumptions are precisely the opposite. Fish swim, 
birds fly, regulators regulate It is The tint ore of the 
breed- Given the power to act, the 4 urge to exercise 
that power usually becomes irre*lKtible, We hove 
rteen this, in times past at the PTC. For one example* 
there never was hard, empirical eviqfeDce— a* diatuv 
tfuish$d fiforn mere toecdote*— to justify the pro- 
posexi regulation of funeral director*. There never 
was hard evidence of a need for regulation of TV 
advertising aimed at children, A* Congrese made 
manifest by it* nseetlt legislative veto, there never 
was evidence Lhnt the proposed rule un used tars 
would provide u remedy worth the nnO 

II i> not only at the r-TX", lo b<- nure, lhnt the 
bureaucratic minds l^i has been so troublesome. The 
Consumer Product Safety Commission once sought 
to destroy an importer of ornann-ntal dolls t^ecause 
the dolls" elaborate costumes were held in place by 
pinn^lhongh thure was not a acintflla of evidence 
that anyone ever had been hurt by the piru*. The 
Occupational Safety and Health Adnunistrni mm l > : 
rerpect and won contempt for some of it* frtvolouH 

inifi..^ri..ns Sim .r' - of r-jLOikOlOM,* iliHHi^ NhJjp ueLJi 

food, ilruujfs, tn!i)K|Kirtulii.iii, rau^ pekktuiin*, u ,-:0 iun 
aiul the - ir. too men t could not survive rigorous e st- 
amina taon under the Muri* Approach. 

First, prove thi* need, Second, prove the remedy. 
Third, prove that benefit* of the remedy will exceed 
tie eo|ti Thou* reminder* ought to be carved in 
atone over half the doorways in thia federaJ town, O 
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Two new ways to stay 

one step ahead 

Direct dial, the very latest development in rno- Our new CONTACT Digital l> 
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very latest development u 
bfle phone technology is here! With our new Direct 
Dial Mobile Telephone, you can now start talking 
business, right from your automobile or truck, the 
minute you re on the road The Direct [Hal Mobile 
Telephone is evay bit as convenient as the phone in 
our office. To reach am* number! just pick it up and 
a]. No operatorassisied relays* No lengthy delays 
The Direct Dial Mobile Telephone b available now. 
but only in limiled supply To make suie you gel the 
latest, Easiest tbim of communica tion on wheels, call 
the American Radio /Telephone Service, 




Digital Display Pager does 
much more than fell you the minute you have an 
important call. It even takes the phone number for 
you f and prints it across the display window. Now 
you dont Itaw to caD in to call bodtf This beeper can 
even tell you the latest stock quotation, commodity 
price - any ten digit number.Whatever the numbers, 
the CONTACT Digital Display Pager pub you in con 
stant instant touch with your business. And only 
CONTACT personally services every pager it sells. 
Put the newest beeper in your pocket and nay one 
step ahead with American Radio Telephone Sem- e 




The Direct Dial 
Mobile Telephone 



The Digital Display 
CONTACT Beeper 




American] 

itotie 



iiiAUiAwjiue, N W^BiifeqiiHi, D.f. 20007 
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In New England and 
throughout the USA . . . 

Planning j tamity vm alionf Of m.n be you Ye looking lor a meeting sile 
Id offer outstanding conference fjcililies and resof I jmenilies! There 
j i t* more than 200 Hilton* in (he USA! All afc reacfy to«erve up the 
t h i ii %s I h j I m a k e vo u r 1 r ip me mora bit* . . , . * he the r if* for pleasure ,„or 
business *il h pleasure Hi lion lectures lar^e pools, ev tiling enter- 
tiiiiimt'nl ,md dining, com I or table rooms, and meeting aftommndi- 
liom ttiari bp* I soil * our requirement. And when you visit j Hilton, 
c luti res are you'll find Roll h tennis, %i^bl«eeing atlratlionv, And the 
amenities lhal make Hillon moft de^rrahh- , > r ri^bl al your doorstep. 



CONNECTICUT 
Dan bury 

Danbury HJlron (nn 

and Conference Center 

I Mi thud 

Parkview Hilton 

MAINE 

itngor 

Arrporl M i I B o n Inn 
MASSACHUSETTS 
toilon 

&ick Bay Hilton 

Hilton at Colons! (Wakefield) 

Hillon Inn (Njliclc] 

Logan Airport Hilton 

Mflifidd 

Berkshire Hilton Inn 
NEW HAMPSH I H I 
Merrim*( k 

Hillon at Merrimack 




Call Hilloo Ri^ertalioni Service in tour tily 




Will you spend 20* to mail in the ca> 
S pon and take all the confusion out of 
^ buying your first [or next] business 



computer and learn: why only CADO grows from o 
single-terminal desktop system to a full office informa- 
tion system without changing software; why CADOs 
compressed data handling gives you thrice the effec- 
tive storage of other systems; how state-of-the-art word 
processing and communications integrate with data 
files to give you a fully-automated office; about custom- 
designed software, complete turnkey installation and 
in-your-office support/service from your responsible 

business neighbor r-fetfer /nc= and how 

CADO outperforms all comparable IBM models 
to save thousands of dollars? 




Remember when most businesses 
thought their business 
was none of your business? 





At Sun. our business 
is developing more 
energy from a loi of 
resources for Amer- 
ica. But we make it 
our business to do 
thai in a way that is 
respons*bfe To the 
American people 

In Wyoming, where 
we mine coal, we re 
taking a leadership 
role *n reclamation 
research to return 
the land to a stan- 
dard equal to or 
better than before we 
started mining 

And in Louisiana— 
because of our work, 
rather than m spite of 
it— a shallow marsh 
became a virtual wild- 
life refuge, a home to 
alligators, crawfish, 
long-fegged herons, 
egrets and ibises Of 
10 different species 

What's more, we 
share our ranchland 
and reclamation re- 
search information 
(free of charge) to 
anyone interested m 
our work— even our 
competitors. 
We care about Amer- 
icans less fortunate 



than we. and con- 
tribute millions of 
dollars annually to 
help them. Ana we 
share our financial 
resources with the 
American arts. 

We are proud that 
we are able I o do 
these things while 
we attend to our 
business ol energy 
production for 
this country 
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C<wr« toy and «h I* 

THE 13Q2 WORLD'S FAIR 



A lot of energy under one name. 





Your legacy: A way of life. 



Bo you Jove the wide open spaces? Clean air? The beauty of 
nature? Are they a part of the legacy you have panned for 
your loved ones? 

Owning a large piece of land In America is possibly the 
most important decision you will ever make Not onry will 
you enjoy the rare privilege and pleasure of owning sizable 
ranchland today, rt can remain a private comer of America 
■h the future history of your family. Forbes Wagon Creek 
Ranch is offering }ust 404 people the unusual opportunity 
to purchase a sizable spread of land right next to Its gigantic 
Forbes Triirchera Ranch in southern Colorado. 

Minimum- size family ranches are 40 acres, and vary up 
^ 74 acres, with prices starting at $25,000. Down payment 
H as low as ] % with monthly payments of $250 including 
Merest at 9% m 



Here in the foothills of the magnificent Rocky Mountains, 
with restricted ac cess to morp than 17,000 acres (over 26 
square miles), you can hunt deer, elk grouse, and aJJ kinds 
of wild game in season. Or you can ski cross country- fish 
for trout, ride horseback, or just enjoy the breathtaking 
dawi ib, sunsets, and the changing seasons in the shadow of 
one of Colorado s highest peaks, Mount Blanca, 

This exclusive preserve Is the perfect place for the out 
door-lover In you, and when passed on to your children > or 
your grandchildren, your ranehland bestows on your heirs 
the privilege of an unspoiled way of life. It's a very thoughtful 
way to shape the futures of those who will follow you. 

For more information on how you can become a part o( 
Fbrbes Magazines private mountain hideaway, wnte or c all 
for our full -color brochure. 



Forbes wagon creek ranch 

Enol Ryland Manager Box 303 L Fort Garland, Colorado 61133 (303)379*3263 




Otstai - lhn Prtfjerly Fteonn ic^mM HtfrrjJ Ij» aims m 'I betw iipnin^ injtoiifl 
No F-Kderai agency tbs lodged n* m«tf s, or fliue il m al bm property tquaf C*«M btkJ Housing Opfwiunty 
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SMALL BUSINESS 



Aid To Keep U.S. Fishing Fleets Afloat 
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Reducing the U.S. deficit In fttfi product* 
It ■ pell o I the loan program lor boat* 

Government loan money [s available 
to buy new and reconditioned fishing 

boats. 

The National Marine Fisheries Ser- 
vice, a unit of the Department of Com- 
merce* seeking small business pnrtici- 
pants "with a track record'* fttr Its 
Fishing Vessel Obligation Guarantee 
Program. The long-term loan program 
provided 239 loam worth S83.5 million 
in 1!*80 but made only 83 loans worth 
135 million in L961. 

Jim Meghan, a program Leader with 
the service, says the loans, at current 
interest rate* of 14 to 16 percent, are 
"no panacea' 1 but could help prevent 
trade deficits in fish products. That def- 
icit was $3 billion lust year. Govern* 
rnent aid, he says, ia needed became 
fishing income is unpredictable and 
boats are expensive — a three- person 
shrimp boat costa more than $300,000. 

The fisheries service is also pushing 
venturesome eating: Fishermen could 
provide more Alaskan bottom- 
fish, squid and Pacific hake if the public 
were willing* to buy iL 

Small Rrrm Will Gut 
Lorgar Shorn of RAD 

When fully phased in four yean from 
now. small firm set-asides required by 
the Small Business Innovation Develop- 
ment Act will amount to about $375 
million ■ year. 

The legislation requires federal agen- 
cies with annual research and develop- 
ment budget* above S1G0 million to ear- 
mark L23 percent for *mnll business 
contracts. The act was bitterly fought 
by major universities, which argued 
that the measure would deprive them 
of research grants. 

Rep. Parren J. Mitchell (D~M<U 

U 



chairman of the House Small Business 
Committer, is "completely aaLisfied" 
with the support the bill received from 
small business trade groups and indi- 
vidual small business owners. The 
&MH?7 House vote in late June (Senate 
approval came late East year) "is o clear 
signal that the legislative proce-HS must 
provide recognition to the nearly 15 mil- 
lion small businesses in this country," 
Mitchell says. 

Philip Spesfr, win:. us i^>rij\iv+< .Jiivo- 
tor of the National Institute for Entre- 
preneurial Technology lobbied hard far 
the bill aaya r "Small business had 
strong opposition— there was more to 
wld and more to lose/ 1 

The act's chief sponsor. Rep. John J. 
LaFalce (D-N.Y-), *ays its passage as a 
victory for small firms and for im- 
proved productivity. Small businesses 
are assured the right to compete for 
government research dollars, the con- 
gressman says., and competition for the 
contracts, will increase, 

Banks Seek To 
Retain Independence 

An organisation of small and medi- 
um-sized banks says its members, 
which provide three quartern of the 
commercial loans to small business, 
feel threatened, 

The danger, says Robert L McCor- 



tnkk, Jr. K president of Lhe Independent 
Bankers Association of America, ia that 
sweeping depositary deregulation 
iog considered by Congress could lead 
to "small banks' being swallowed by 
Larger banks '' The independent bank- 
ers group is a trade association repre- 
senting about 7,200 small and medium- 
Ht^ed commercial banks. 

"We should be cautiuus about man- 
dating a situation where the local bank 
is but one branch of hundreds of a mon- 
ey-center institution located 1,000 miles 
or more away," he says. Mc€onnick r 
who is also president of Stillwater Na- 
tional Bank & Trust Company in Still- 
water, Okla., believes that the economy 
of scale available in deposit-taking 
doesn't extend to processing commer- 
cial loan applications If the local bank 
becomes part of an Institution that has 
adopted a market strategy of mass-pro- 
ducing financial services to large busi- 
nesses and wealthy individuals, small 
businesses, including small farms, will 
find it more difficult to have their credit 
needs met, be says. 

Repeated surveys show that small 
business people still prefer to deal with 
a small, local hank. 

Some observers^ disagreeing with 
McCormick, say the most ticklish prob- 
km facing small banks isn't fending off 
larger banks but competing with nonde- 
pository financial institutions like muii- 
ey-market funds, which have made in- 
roads on banks' deposits. 




Swo*pkng depository deregulation now Mog contid*f »d on CapitcH Hill could l«*d 
to dtfftcultl** for small buslrttat borrowers, ■ bankara association warns. 
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too many business 
do themselves in. 
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Every wire in a two- way radio offers two 
opportunities to disappoint you One end 
And the other. Winn* break vibrate loose, 
short-out, and bring vital com munjeat ions to 
an untimely end 

Bui General Elect™: s Delta radio has no 
wire*. Only l lean, und uttered art uii beards 
that are easier to manufacture, easier to 
service, and, combined with GEs nry rud uf 
irvhou*e financing options, much <Miier 

General Elect nt is the leader in wireless 
technology WhHrh is signdkant when you 
consider that wires are a mapr c^u»e of 
mobile com munications failure. A truly - wire- 
less wireless 1 " offers a degree of relUbili ty tha t * 
simply unavailable from any «mvt?nt*orLd!ly 





of your near 
Genera J Elct 



representative. 
Compare the Detti 
Phoenix and Cenlurj?! 
radim* to anyone elwrV And l£F 
antiquated engineering rest in peace. 

Vh<me toll free 9OO-3t$-£O;i0 bVirgrm 
Alaska and Hawaii, call collect (804) 52ft-?o43 
or wnte to General Etei "Irk Company, Mobile 
Communication* Division, LynchburgA* 
24502 USA 

We bring good thing* to life. 

GENERAL ELECTRIC 
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Joint Project: Secure Telecommunications 

relationship between HOD and busi- 
ness, " says Donald C, Latham, deputy 
undersecretary of Defend for corninu- 
nieations p command, control and intelli- 
gence. J| Fer instance,, if lln- LlLi of 
commereiaf satellites should be en- 
coded, that's going to increase their 
eottt Who's going to pay for it? 1 * 

The national communications system 
consists; of the communications re- 
sources of 11 government operating 
agencies. At least 85 percent of these 
are leased from common carriers — the 
Bell System and mare than 200 indcpcn* 
dent telephone and domestic satellite 
companies. 

These capabilities would be essentia! 
for military command and control dur- 
ing a crisis, Afterward, they would also 
be a prerequisite for restoring govern- 
ment functions and for overall econom- 
ic recovery. 




The PentAQon arid the communlcatloni 
industry *ra planning for ftrnargoncte*. 

Defense Department officials are 
stepping up efforts to expand joint in- 
dustry-government planning to protect 
and improve telecom muni cat ions in 
support of national security. 

Government and industry leader* 
will be meeting periodically at the Pen- 
tagon to discuss what steps they can 
Lake to ensure that the national commu- 
nication* system will work during and 
after emergencies, 

"There are problems to be worked 
out that wilt require a close working 



Pace Quickens For 
DOD'i Waste Audits 

Defense Secretary Caspar Weinber- 
ger's assault on fraud and management 
inefficiency is gaining momentum. 

Progress is being made in several 
key areas, including audit follow-up. In 



the past, hundreds of suggestions on 
achieving major cost savings poured in 
from Congress, the Genera] Accounting 
Office, the services and business. Host, 
however, were ignored. 

Now ii management information ays- 
tern fur tracking the status and resolu- 
tion uf audits La in place. A* of April i, 
virtually all DOD and is AO internal au- 
dits that wore more than six months old 
had been resolved. 

"Formal agreement was reached on a 
future course of action to satisfy audit 
recdmmenda Lions, ** says Joseph H. 
She rick, assistant to Weinberger for re- 
view and oversight, 

Sherkfe has also closed "semantic 
loopholes" that made it possible for 
managers to avoid complying with au- 
dit recommendations, 

The DOD hot line for uncovering 
fraud and waste is receiving an average 
of about 700 calls a month, up subatan^ 
tially since January. About one third 
arn valid leads. 

In another area, the Defense Crimi- 
nal Investigative Service, a new entity 
established to concentrate on whiUM»l- 
lar crime within DOD, has 84 of its 8T 
authorized special agents operating. 
The DCIS has 2G4 ongoing investiga- 
tions, of which 1J59 involve alleged 
fraud. 
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Fending Bills Would Boost Cogeneration 



Federal lawmakers are trying to 
hammer out legislation that would en- 
courage utilities to Hpeed up the devel- 
opment of cogeneration — generating 
two energy products simultaneously, 
usually electricity and heat — and, ulti- 
mately, small power plants. 

One disincentive has been a federal 
law that prohibits utilities from owning 
more than 50 percent of subsidiary co- 
generation and small power-production 
facilities. Sen. Gordon J. Humphrey (R- 
N,EL) t a member of the Energy and 
Natural Resources Committee, is spon- 
soring a biD that would remove that 
restriction. His proposal, however, 
would still allow state* to be the final 
judge of the "appropriate level' 1 of elec- 
tric utility participation in such proj- 
ect*. 

"The bjfiHlation h:t* significant aup- 
port but we're still trying to find a 
compromise position to enhance its 
chance* for pasaage/' says a committee 
source. 

Cogeneration is in the midst of a re- 
discovery It was used much more ex- 
tensively at the turn of the century. 

Glenn FL Levin, manager of alternate 
energy applications for Edi.son Electric 
Institute, which represents about 200 
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investor-owned electric utilities, esti- 
mates that utilities are only about 33 
percent efficient in the production of 
electricity: the remainder of their pri- 
mary fuel ftoes up the stack tn waste 
heat "Utilities could double their effi- 
ciency by using ^generation/' he aays. 

Coal Slurry Pipelines 
Appear More likely 

A final congressional decision is near- 
ing on the coal industry's 20-year fight 
to secure federal eminent domain legit* 
IaKod for coal slurry pipelines. 

Opposition by rail mads, which trans- 
port nearly three fourths of all domes- 
tic coal p has stalled pipeline plans for 
And recently the Reagan admin- 
istration came out against the idea of 
eminent domain on gnmndi* of riuiteh' 
rights. Moreover, since underground 
pipelines would move n mixture of wa- 
ter and powdered coal to electric utility 
ramoanieK, people concerned about wa- 
ter resource* have become another 
source of opposition. 

Despite th&se obstacles, bills that 
would grant eminent domain are now 
I tending in Congress, and they have bi- 
partisan support Even if an eminent 



domain law is enacted, states would re- 
tain the ritfht to withhold water. 

Without eminent domain, companies 
wishing to construct an interstate pipe- 
line WOUkl have no chance of obtaining 
the neceaaary rights-of-way. "Ever)' 
thinjj is dependent on these hills," say* 
a spokesman for the Slurry Transport 
Association. 

Continental Resource* Company, * 
division of Continental Group, has pro- 
posed a pipeline from the Appalachian 
coal-mining region to Florida, where 
some electric utilities purchase coal 
from oversea*. Reason; It is cheater 
than what utilities nave to pay for li.S. 
coal because of rail transport cost*. 

Moving coal fay tali may be costly, 
but obstacles to slurry pipelines remain, 




EVEN IF IT DIDN'T TALK, 

IT WOULD 
LEAVE YOU SPEECHLESS 

Sharp's SF-78LHie Affordable Reduction Copier System. 
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Nuw, yiMJ Join fiuvc m huy mure n^ner ihan you 
And Sharps SI -781 is ihc reastHi why 
llu: S1--781 is a sni.dll o.f lur ihw dix> hip things 
With all its cTptbn* and features, the SF-781 is really a 

The SF781: 2 Redaction Modes 

Seme copiers nitre lieu; reduction mi*ic. "I "he S1--78I 
gives ynu iwo. Si> yuu ciin reduce cumbervuine com- 
puter printouts, ledger sheets and even legal documents 
tt> standard rift* 

The SF 781: Option* md Features Galore 

Sharp's SI -7H1 lets you add an automatic document 
feeder lhai am fcctl 45 Liriginyls at a time, You can alio 
get a 10-hm coilaiur. There's mtirc The SF-781 boasts 
iwii w unpciruim features: a main- sheet bv- 

and ■ uuir-sij!c alpine capability tor 

The SF 781: It Sneaks Far itself 

The SF-7WJ has advanced setf-dia^nrj*- 
Uc* that monitor the machined vita! signs. 

ITOM SI IARP MINDS 
COME SHARP PRODUCTS 



Bui it aho has a voice-that s ri^hi- u vwice—thar givics 
you all the vital information ynu need Si the machine 
iclb yuu everythmp. I "mm replenishing paper to removing 
the original 

Shaipfe SF-781. Find out for wursdf why h\ leav- 
ing America speechless l or more information about the 
SF-781, call toll free SOO-447-4700 (In Hfiflois, call 
M>0 122-4400), 



Shurp KlcLTft«iL-» t \ 
TOww. S.I. 11747ft 

P Pfca*c «mJ mt roonr iflfdrewt*jii ghaut ihe 
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ECONOMY 



No Prospects for Bailouts Under Reagan 



Don't expect any bailouts from the 
Reagan administration. The PreskJcnt 
made that clear to business when be 
vetoed an urgent supplemental appro* 
priations bill in late Juiie because it con- 
tained $3 million fur home mortgage 
.subsidies. 

The reasons for the administration's 
implacable opposition to subsidies for 
any Rector were outlined in a recent 
speech by Murray L. Weidenbaum. 
chairman of the Council of Economic 
Advisers, 

First, he said, bailouts send the 
wrntiiS slK # l»'i^ They Lei! people not to 
worry about investment rhika and coat 
overruns. 

Senmd, l.hey would wnrsen an al- 
ready difficult budget situation. 

Third, they do not work. Counter- 
cyclical program^ he says, "have- uni- 
formly contributed little or nothing to 
bringing a particular sector p <wr the 
economy as a whole, out of a cyclical 
downturn." 

Fourth, they are Inherently unfair, 
Weidenbaum point* out that one of the 
mortgage plans would have aided, at 
most, 74,000 home buyers. Imposition 
of "domestic content" requirements on 
the auto industry, he say a. would prob- 



ably cost the economy three or four 
times the average auto worker's salary 
for fliiuli job cmiU'd, 

Fifth, bailouts encourage further fed- 
eral intrusion into the affairs of busi- 
ness firms and individuals as the gov- 
ernment imposes rules and reporting 
requirements to try to protect its in- 
vestment 

Arid finally, bailouts are wasteful. 
Resources are squandered, Weiden- 
haum says, when the guv eminent tries 
to prop up firms that are 'Tailing the 
test of the marketplace/ 1 

Population Trends 
With Economic Impact 

What are the major demographic 
trends thai will influe nee the economy 
for the remainder of this decade? The 
Population Reference Bureau, a Wash- 
«ipftuti-baned research organisation, jih- 
iwmbled a panel of fEMjerul experts to 
answer that question. Here's what they 
see in their crystal ball: 

• The fertility rate—now at a near- 
record low of 1,9 births per woman — 
will stay low, contrary To predictions 
that the 65 million baby-boom women 
now af chjldbe&riDR age will touch off a 



new boom, As many as* 23 perieat of 
the women now in their 20s will remain 
childless. 

• life expectancies will continue to 
increase, reaching SO for women and 
7U< for men by 1990. 

• The divorce rate will continue to 
rise, aa will the number of unmarried 
lou pies living together. The latter 
group may reach 7 percent of two-per- 
■son household;* hv 139U, compared with 
3.5 percent in 198L 

■ NonrnetropoUtan growth will con- 
tinue to outstrip metropolitan growth, 
hut at a declining rale. People will con- 
tinue to entente to the South and West 
However, the number of Americans re- 
locating their homes will drop From the 
recent standard uf 20 percent a year to 
about lf> percent 

• The net population (gain from legal 
and ilk^a) iiurniprruUi in wiN im-ratfe 
nearly 1 million a year, preventing at- 
tainment of a steady -state population 
level and confronting the nation with 
challenges similar to ihosw priRluml h} 
earlier waves of immigrants at the be- 
ginning of the century. Efforts to re- 
duce illegal immigration will hv offset 
by increases in legul immigration, as 
the large numbers of alien* alrendv 
here become citizens and then send for 
their close relatives abroad. 

TRANSPORTATION 



More Commuters Forsake Mass Transit 



The trend toward greater use of pri- 
vate motor vehicles by commuters con- 
tin u £8 —despite higher gasoline prices 
and massive government outlays for 
public transportation. 

The Census Bureau report* that M 
percent nf all U.S. workcR choose a 
car, truck or van to get to work, com- 
pared with 78 percent a decade earlier. 

Public transportation patronage de- 
clined from 9 percent to 6 percent over 
the same period 

Tbe balance of workers work at 
home, walk to their job* Or one other 
mean* of transportation. 




Tbougn bus** xtp along tn an e*pre*» 
ian*. mil more commuter* win! to drive. 



Th<? increase in commuting by private 
vehicle was (rreateet In Louisiana (up 
11.4 percent?, South Dakota (IL3 per- 
cent and North Dakota (11J percent). 

California, Texas- and New York have 
the jfreatest number of motor vehicle 
commuters, with 8.9 million, 5.7 million 
and 4.5 million, respectively, Together, 
those three states account for nearly 24 
percent of the people who ride to work 
in a car, truck or van. 

The District of Columbia i* an excep- 
tion to tilt; trend of increasing use of 
private vehicles to commute. Workers 
m th* national capital reduced such 
commuting by 3.0 pt'rcejjt aftn-r thi: 
first major segments of a planned SfJ 
billion rapid transit system weru 
opened. But system patronage began 
slipping this past year after fares were 
increased and riders complained of de- 
clining sfjrvice. 

Th* Car That 1 * 
Worth $140 Million 

A bill before Congress would luli In ■- 
rij;*' iL priKt- up to $140 mill inn for d** urn 
of a "radically new automobile embody* 
JnK NIkTi fuel economy, safety find envi- 
ronmental standards . . 



18 



The competition would be conducted 
by the Secretary of Transportation. 

To be eligible, ihv entrant (an individ- 
ual or cumpasjy wiUi [".S. aJLi^iaiLCi/i 
would have to design, develop and man- 
ufacture an automobile capable nf lh* j 
following performances 

* Transporting: four people with lug- 
gage 

* t Jetting 100 mOea per gallon in a 
wtviun or £0 n.ilri per gallon in a 

gasoline version 

* Climbing a 7 percent grade tit 65 
miles per hour with 860 pounds. 

* Acceleratinu from 0 to 60 in 19 sec- 
onds with pounds. 

* Bra k in g in a distance equal w the 
average distance for all 1&82 models. 

* Havinjr a service life of 100,000 
miles, 

* Selling for mm to UXM in tfltt 
do I him 

The chairman of Hutu- Ik- Me mn rid I 
Institute in Columbus Ohio, the 
wurfiJ's iariri^t imnprofsl research and 
■ Jh v-'3iPj irni j nl nrj^anizatiun,, runt end* 
that technological improvement* en- 
cou raged by the bill "would result fa 
grartly reduced oil oonammption in the 
years to comr/" Says Sherwimd L Fa*' 
cett, such research "would help the 
United Slates re-establish its poaitio' 1 
of lej<riK'rship in the automotive world, 
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RYDER INTRODUCES 

THE FULL SERVICE 
TRUCK LEASE 
AT 12% INTEREST. 



why own tri cks and pay high 

I VI LRRST RATES WHEN YOU CAN 

UASB FROM RYDER AT RATES 
feASEL) ON A I2 ( >f. INTER EST FACTOR' 

When you buy trucks and fi nance 
i hern, you pay today's sky-hiiih interest 
tales 

If you pay cash for those trucks, 
> c *u know ihercal cost of 'al! thai money 
>tiuVc lying up 




What you may nut know is Thai 
when you lull service tease trucks J mm 
R)dcrtoda> The mi ere si tacit ir your rale 
is hiised on is only 12*'{. 

And you know how difficult it 
is to find I2W money ihese days. 

Other fin uncial advantages: The 
total cost of ihe lease h a straight tax 
deduction. The trucks themselves 
don't show up on your balance 
sheet, except as a footnote, 
which improves your financiaf 
ratios. 

1 HE PRICE 15 RIGHT 

AND THE SERVICE 
tSTOQ 

Nobody in thehusiness 
curt offer whai Rukr 
can, Ryder frees up 
your management 
and clerical time. 
Ryder engineers 
your trucks 
specifically 



To meet your requirements Ryder 
maintains those trucks with a 
thoroughness that's out of style tcxlav. 
At Ryder -owned truck service ecnlcrs 
coast lo cojim Wiih a 24 hour 
emergency road service pnignim.Wiih 
suhsniuEe trucks when you need rhem. 

In fact. Ryder- leased trucks 
perform so efficjcnlty thai most 
companies find they jcmally reduce 
thesr shipping costs. 

A GOOD ANSWER TO 
TOUGH TIMES. 

If a 12% interest factor kioks 
attractive, and a more efficient 
transport ai*m system wouldn't hurt 
either, now is the time lo call yottr 
nearest Ryder District Office 
this coupon ttxiay 

'Thn mtrrrU jui tm a jutSttt t fti 4 Aonp- 
tU fftmptmtt* who jfuir i rrrfdi and uujpr jjiaiiii} 



«Vj1#:K | H< 'Nf sm iHfeS I I HISS 
flLATi:^ I. OS TALK 
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Demand for Secretaries To Keep Growing 



The Bureau of Labor Statistics ex- 
pect* the number of secretarial jobs in 
the United State* hetween 1980 and 
19HIJ to prow by 2&3 to 37.4 percent— 
faster than the average growth rate of 
all occupations. 

The demand will result from "mure 
paperwork created by the expansion of 
business and government," says, the bu- 
reau's Ormpational On (took Hand- 
book. 

"Neither office automation nor eco- 
nomic downturns/' according to the 
handbook, "are expected to have an ad- 
verse effect on emu toymen t of secretar- 
ies, Technological developments in of- 
fire equipment are certain to continue, 
and they will bring about further 
changes in the secretary's work envi- 
ronment. 

However, automated office equip- 
ment cannot substitute For the personal 
qualities that are essential to a secre- 
tary's job." 

The need for slenogrraphcnt will de- 
cline LM>cauae of the widespread use of 
dictation machine*. However, skilled 
shorthand reporters will rernaiji niudi 
in demand because of the Lnereaj>jng 
number of court ca&ea* the handbook 
forecasts. 






A secretary ■ peroral tfcJiit can nor be 
replaced by computerized «qurpmerrL 

U.S. Losing Its Lead 
In Industrial Wages 

The industrial -wage gap between th* 
J-niti'd -States and other » U- vi-!ri| hm 1 itst- 
tbtu is. closing. 

This country, once the pacesetter on 
wages, now ranks fifth. 



Average hourlv wages of workers in 
Australia, Sweden, Switzerland and 
West Germany surpassed those of U.S. 
wage earners in October, lflcXh a new 
study shows. 

The study was made by Towers, Per- 
rin, Funster & Crosby, a New York in- 
ternational management consulting 
firm. Its research was based on figures 
supplied by the Washington office of 
the International Labor Organisation, 
which is headquartered in Geneva, 
Switzerland 

Called th4j Wwldwide Total Rt- 
munerahnn ftrport, thE? study reveals 
that the gap between wages in the 
United Status an J Western Europe is 
closing gradually. 

In the United Kingdom in 1976, for 
example, average hourly earnings were 
only 53 percent of those of the United 
States; by YM\ they hnd ri*en to BB 
percent 'if tlit- 11.S, level. 

Similar By r average wages in the Neth- 
erlands in 1976 were 76 percent of those 
of the I In ited States; by VM) I hey Were 
97 percent 

Still behind the United States are 
Canada* 88 percent; Netherlands, £>7; 
United Kingdom* 86; Italy and Japan, 
74: Prance, 71; followed by Belgium. £5; 
Spain, 57; Brazil, 38; Venezuela, 29; and 
Mexico, 26- 



AGRICULTURE 



Despite Rains, Good Crops Expected 




Although lower- than -norma I tem- 
peratures and above-average rainfall 
have interfered with mat unit ion and 
harvesting of wheat crops, the overall 
prospects point toward good yield* in 
the United Stale*. Hot, dry condition* 
in parts of the Soviet Union and Austra- 
lia are expected to reduce crop yields in 
Lhosve countries, increasing the market 
for U,S, surplus. 

This year, says Norton D. S trommel), 
chief meteorologist for the Department 
of Agriculture's World Agriculture 
Outlook Roan J, abundant precipitation 
haa produced enough subsod moisture 



f 
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Though heavy rains and h*U damaged 
soma crops, a apart i predict high yields. 
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that even extended dry periods would 
not be too damaging to current wheat 
crops. 

However, rain and hail damaged 
some winter wheat in Texas, Oklahoma 
and Kansas and delayed harvesting. 
The excessive moisture also has in* 
creased the possibility of such plant dis- 
ease* as rot 

Weather may also reduce com pro- 
duction. Rain in the Western corn hell 
has delayed planting and reduced the 
number of acres planted on some of the 
moat productive acreage in t tie n.wntry. 
Many farmers have planted faster- 
growing soybeans instead. 

Still, in the Went, sunny weathtfr has 
aided crop development and Lhe overall 
outlook is good unless there is an early 

trait, 

A "Plastic" Bag 
That's Biodegradable 

Plastic bigs don't grow on trees, but 
researchers at the Department of Agri- 
culture's Northern Regional Research 

Center in Peoria, III., have ctmie d 

I. -sing starch from corn, wheat and oth- 
er far mi crop*, they have d^ve toped a 
biodegradable pEastic material 



The researchers' new ABC plasties — 
agricultural products that are biodt* 
Qmduhfa snd cQnwm petroleum re- 
source* — should find ready markets in 
agriculture and industry. 

Moat petroleum-based plastics don't 
decompose easily and thus become pol- 
lutants, helix IM Mry. a research chem- 
wt for US DA, emphasize* that the bin* 
degradation of the new plastic can be 
controlled It wrnVl simply disappear at 
some unexpected and inconvenient 
time. The breakdown doesn't start until 
the plastic react* with various microcir 
tfanisms. 

The materia], Otey say*, is now fulty 
developed and jvadr for testing. Ac' 
cording to Otey 9 water-resistant plas- 
tic* have physical nrnperties suitable 
ror . l variety of [icickaejnf; iwcs and (of 
agricultural mulches. 

Fanners also need a degradable pla*> 
tjc fifm as a coating for controlled rfr 
lease of pesttctdes and for container* of 
needling and toxic chemicals. 

The biodegradable quality of the 
plastic may make St useful for throtf- 
away cups p cutlery, trays and many 
other item* intended fur ane-tim* use- 
Since the x| arch-plastic show .i tow ok- 
yjjen ^rmeabitaty, thfc^y could he impor- 
tant ha a flavnr retainer in fmid paiika^ 
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Talk face-to-face with 

people who 

affect your business. 

The BizNet televrsfon network of the 
U S Chamber of Commerce will revolu- 
tionize the way businesses, chambers 
and trade associations communicate 
SaNei links you directly to Washington * 
most powerful policymakers. And to 
other business leaders across the country 

>bu, your staff, employes, mem- 
bers and gue^s is can question, probe and 
even argue WTth BizNet s prominent 
program participants. Through BizNet s 
unique two-way scramofed system, 
you are assured confidentially and irr>- 
pact Biz Met is almost Irke meeung 
face-to-face 

Gain valuable inside information 
that affects your business. Attract new 
members and revenue. Build a vital com- 
munications link between you and your 
held offices,, key members or political 
and congressional action committees 
let BizNet bring you into a national 
dialogue with unprecedented visibility 
and far-reaching resufts. 

To become part of this national 
network call Cheri Rusbuldt today at 
(202)463-5808. 




1W ATO-nt^n tkrcirwss Neiwork 
U S ChamDer of Comrnenzr 
T61 5 H Street, NW 
WSvhFngton. D C 20062 



The Flat-Rate Tax: 



What's Ahead 



Simplifying the income tax 
system is no simple matter. 



By Barry Crickmer 



PRESIDENT REAGAN finds Lt 
tempting- Treasury Secretary 
Donald Regan think* it',s fair. Bud^ 
Ket Director David Stockman says it 
rimy he proposed in the budget 
And the Democrats are making it a 
irnpaign plank. 

The subject of this unususj bipar- 
tisan approbation is an old idea that 
haA become a hot topic in Washing- 
ton: the fiat-rate income Las. 

In its purest farm, the plan would 
apply a single rale— a f itfure between 
10 and 20 percent is considered most 
like]y— to alt Income, There would be 
no deductions, exemption*, exclu- 
liona, credits or deferral*. 

Washington tax expert* Relieve 
that development* on the fUt-rate 
las proposal unfold ilv.b way; 

• The Sedate Finance Committee, 
the prime source of m m Igi l ilt dill kie 
novations on tax policy in recent 
months, will hold hearings this fall. 

• Then, the many constituencies 
that would be adversely affected by 
elimination of various deduction* 
will bejfiiL nnjbiliiiri>! to fjtfhL 

• A critical point will come late 
this year or early next, when Presi- 
dent Reagan will decide whether ftp 
ask Congress to enact some form of 
a flat-rate income tax. Such a pro- 
posal could come in his State of the 
I'nion or budget message, both due in 
early 19881 Soma recent Reagan cum- 
menta have fueled speculation that he 
ia ftruwing more receptive lu the idea. 
The President's backing could give the 
plan unprecedented impetus. 

■ if Conjpeu and the fVea idtsnt de- 
cide against pressing for the flat-rate 
plan, the debate will nevertheless h»?e 
ti^.-umi' a ma)ur theme in the 1!)K4 ebc- 
tionfi. The President and the Congress 
elected that year could very well come 
to office committed to the tax proposal 

Pressure to recognize the issue ia al- 
ready being felt, as shown by the large 
number of flat-rate tax bills so far in- 
troduced and the Senate Finance Com- 
mittee's plans for hearings. 

None of the measures now pending, 
however, meet the stark definition of a 
pur* flat-rate tax plan. Some come 
close, though* and ""flat-rate tax 1 ' has 
become the generic term for the cur- 
rent group of reform proposals. 
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He like* ttw rial-rate tax But will he 
pul s varsion of ll In the 1944 bodojit? 

The diversity of the simplification 
plana reflects the philosophical and 
practical difficulties of trying m applj m 
simple principle to the real world. 

At one extreme is H.R. 586S, intro- 
duced by Rep. Kent Ha nee CD-TexX It 
merely calls for a Treasury study of a 
gross income tax (essentially a Lax ap- 
plied to all income), which might or 
might nnt have progressive rate*, 

At the other extreme 1* H.R, 6010, 
from Reps. Leon E. Panetta (DCalif.) 
and Beryl Anthony, Jr. (D-ArkJ ll es- 
tablishes ii flat rate fur individual* and 
a sliding scale for corporations, specify- 
nip in detail numerous alterations to 
present deductions, credits and so 
f^rth 

Variety may add spice to life, but it 
can be poison to tax reform efforts. 
Legislators and tabby taut who have 
long experience with the tax code point 
oat that a concept like tax simplifies 
tioti remains [sjpubtr only a* long is it 
remains an attraction. Get down to 



specifics and it becomes obvious 
whose cik is to be gored. Then the 
general but weak support for reform 
is likely to be overwhelmed by vocif- 
emus objections from the owners of 
the oxen. 

Compromise Is the balm Washing- 
ton spreads over vociferous objec- 
tion* , But compromise, applied to 
tax simplification, result* in tax com- 
plexifteation. Indeed, that's bow we 
got today's taie code, 'The outcome 
of our attempt* to make the tax code 
mure equitable is a perception IIjllL it 
is inequitable/ 1 says William L. 
Raby, who flouts ihe American Insti- 
tute uf CPAs' federal tax division. 
Veteran Washington tax lawyer 
Robert R. Statham agrees. The re- 
sult of previous tax reform move- 
ments, he says, is that "there are 
now provisions in the income tax 
code that nu one understands. 4 ' 

Interna! Revenue Service experts 
fear that too much of that ignorance 
may be by design. They estimate 
that tax evasion in costing the Trea- 
sury as much as $97 billion a year, 
Consequently, one hncin-h uf thr re- 
form movement hopes to fnerease 
voluntary compliance by making the 
Lax simpler, while another would 
adopt Tnechanisnu— auch as the val- 
ue-added tax— that may he more diffi- 
cult to evade. 

It is the simplifkra who now occupy 
the stage, hoping to reduce 205 federal 
income lax forms to one or two thu abse 
of a postcard 



UMFOKTUSATKLV, the trader jff prob- 
lems encountered in designing a 
flat-rate system are formidable To pro- 
duce an attractively low flat rate, the 
tax base — that is, income subject to tax* 
ation — must be very broad. Ami such 
sHih'mf'- rrsuh in :< downward mhssri 
bution of the tax burden. 

h'nr example: A flat tax of 11 * 
cent on adjusted gross income would 
product* about the same revenue as the 
present system would have in 1981 if all 
the Reagan tax cuts had been in effect 
then, accord in g Up u Joint ftronornic 
Committee study. But the change 
would lower taxes for every i" c,lTfl< - 
class above $,{(1,000 and raise iaxen f* r 
all lielow. TaxpEiyers in thf tl!5,0fl0 t° 
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420,(100 range would face a 2fl percent 
increase; those with Income above 
>.j-i ■! i.ckwi would enjoy a X) percent cut. 

One way to mitigate Uuit effect is to 
allow everyone a generous )*ersonal ex- 
emption. Doing 1 so causes the fiat -rati? 
lax to heeome mildly progressive but it 
also reduce the ta* base, requiring h 
higher flat rate Further, although it 
shifts the burden from the low- income 
group, the upper brack ft* *r.j|l mit 




ken ftob*rt Dolt (fl-Kani j plans to hold 
taorjrtga on flat-la x bllla this fall. 

*siy ahead. The J EC stud)' calculates 
what would happen with a personal ex- 
emption of Jlp-MO and a zero bracket 
amount (standard deduction) of SljTO 
for single taxpayer* atjd ifi,00fl for joint 
^■tMj'iis. T. i j, 1 1 -jit the same revenue with 
this nurmwer lax haw, the flat rate 
must be aimufll 19 percent Tax hv 
peases hit those in Lhe {10,000 Lo 
(50,(*0l> ranges taxpayers whose in- 
comes are above $200,000 save 28 per 
cent, 

"There is do way to fine-tune the.se 
Jffecta out of the system," says Joseph 
J- Minarik, nYnLi!)' assistant director of 
tn e Congressional Budget Of fire's las 
^n&lyafa division. He explains: ''There 
are only two dials to turn— -the flat rate 
*tid Ule amount of low -income relief— 
and they afford little flexibility." 

Annua to that fundamental design 
k problem in the prospect— trau- 
m &Uc for many taxpayers — of parting 
;^ 1 h L.*.|. | .Inductions, particularly 
deductions for medical expfjnse-s 
r,| i home mortgage interest. But 
yiereV anntin-r loophole whose ckining 
^ld strike even murv terror into the 
^^art 0 f n middle-*: lass homeowner de- 

flap™ #' ^ ^P 1 ^] S* in& U« OTl 
*j£ of a residence, commonly kiuiw n m* 
plover. Undtr borne flu t rate propos- 
. capital gains would he treated as 
in the year they were realixed. 
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Thus, thu- homeowner who aelifi would 
he confronted with a tax on the paper 
profit from the inflation of real estate 
values in the 1970s. 

To get around those hurdles, acme 
reform bills aim for a position midway 
between pure flat- rate simplicity and 
the cum p lex it y r.f th^ present system. 
(See the table on page 24.) 

One of them, the Bradley-Crephardt 
plan, was endorsed in all hut name by 
thn Democratic 1 National Party Confer 
edce in Philadelphia in Junt, and both 
sponsor* are members of their respec- 
tive Ijix- writing committees — always a 
plus for a tax bill. 

Rep. Dan Rosteiikowski (D ill \, 
chairman of the House Ways and 
Means Committee, ha* yet to take a 
position on the flat-rate bills. The com- 
mittee's ranking minority member, 
Rep. Barber ft. Conable, Jr. (R-N,V,), 
dismisses the movement as "a cult He 
doesn't thittk tax simplification matters 
much to the 70 percent of taxpayer* 
who do not itemize. And he predicts 
that by the time a simple Lax bill gttfl 
through the legulative process, it 
will he "virtually racomprehenai- 
bl*/' 

Sen. Robert Dole (H-KanM. 
chairman of the Senate Ft- 
i ill nee Committee, calk the 
flat-rate tax "a good idea," 
but he, too. doubt* that any 
prupona] could emerge 
from Congress in as sim- 
ple a form ait it went in* 
Sen. Rus^ll ti Look iD-La*), 
nuking minority member, calls 
the Clat-rate tax unfair but is willing to 
study the Mea 

Hie major business and professional 
organizalionfi likely to be affected are 
also silent for now. Tax simplification if 
favored, in principle, by the American 
liar Association, the American. Institute 
"[ 1 TAs and the Chamber of Cofluncm 
of the United Statea. None, buwwver, 
have a policy dealing specifically with 
the flat -mi e Lax. 

A Hudson Institute- study funded by 
rid Ken's Choice, un or^aniantkm affili- 
med with the Chamber, recommends; a 
"consumption Li x'"— excluding: from 
taxation all money that is saved or in- 
vested—with a flat rate in the 20 to 2S 
percent ranice, 'The numbers turn out 
to be a lot higher than many people 
expect," says Irving Leveson of the in- 
stitute, "but we still believe the bask 
approach is worthwhile." If any tax 
simplification proposals are included in 
the fiscal 1084 budRut. the Reagan ad- 
ministration is most likely to produce 
some variant of a eoiwumptJon tax. 

Reaction among the charitable orga- 
nizations ia split Some rtrprehenutdvea. 
including Jack MoAkowitz. senior vice 
president for fetfertJ (rovemmenl rela- 



tions F United Way of America, warn of 
vigorous opposition to any tax bill that 
does not include a charitable deduction. 
"It's not likely a hill would [jass without 
that," he says. 

On the other hand, Robert Sdple, 
vice president for development, Brown 
University, says people don't give be- 
cause of a tax mcentsvi?. 'They give 
because of an emotional commitment to 
their charity. , . . A flat tax that in- 




Rap. Richard A. Gaphardt fD-Mo.^ promliei 
* corpof at* IflK-sirnp^rication olll sooo. 

ureases (tejN^uble income would rm\ Iw 
likely to decrease coDtributions." 

With support from top off krials of the 
Reagan adrniniBtmtion., the kryaJ oppo- 
sition, conAervatives and liberal*, the 
flat-rate tax would appear to be a &huo~ 
in. But that appearance is deceptive. As 
«ot»n as utlention begins to narrow to 
one or two major bills* partisan cracks 
will develop. Lobbyists will gear ap to 
protect their constituencieB, driving 
wedges into the cracks. I'm not hold- 
ing my breath waiting for this to be 
enacted. 1 can'l imagine that will hap- 
pen/ 1 says John Shirey> legislative 
counsel for the National [league of Cit- 

Still, there is a powibflity . Say* a Sen- 
ate aide: "SomeUmes an issue gets 90 
far along before it ia taken seriously by 
potential opponents that when they 
wake upi it's too fate to head it off 
That happened with the constitutional 
amendment to limit spending ft coukl 
hapjken with the flat tax." 
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Flat -Rate Tax Bills How Pending 




Hewers 



DoConcin 



Sponsors), Bill 



Tax Rate 



Rep. Goorge Hansen (FWdano), H.H 4821 

Redefines 'adjusted gross income" to elimlnata deductions lor Jong-term captteJ gains, moving 
expenses, retirement savings and repayments of supplemental ufwrnptoymarrf rampanselicTi 
oenefto Defines ''allowable itemried dedticwona' 1 as any -deduction attributable to expenses 
for production of income, contnoutions to churches or conventions or associations ol churches, 
rnedicaJ and dental expense*, and alimony or separate mamtwianco payments 



Individual' 
14% 



Rep Philip M Crans (fMlLJ. N.H. 5313 
Sen. Jesse A. KoEmi ffl-N&h 3- 2200 

R^MOfel Btl deductions, credit* and exclusion* olher than $2,000 ded uction lor each personal 
exemption 



inoMwSuel; 
10% 



Sen. Dennis DeConctm (uVAriz-)* S-2147 

PddtbsI households to be exempt Rued deduction for taxpayer end each dependent, No lax 
on cartel gains All income taxed only once. No d*sJktctHw among types of businesses Tex 
imposed on Q ross jevenues Rental end loyally income considered business income 
Deduction for capital expenses (expensing}, goods and :• ibices. Gross revenue* of 
subsidiaries taxed separately 



individual: 

Flal rate nol lo exceed 20% 
Corporate: 

Rat rale not to exceed 20% 



Rep Leon E PanettH (D-Cellf.), H.R. 8070 

Brninaie* meet deductions, credits and exdusJor iff rthet than basic business expense*. 
EffabEtehee tax credits of $1 ,000 tor IndMdueM $1 H 000 ior spouses, S20O per dependent and 
$£00 for BidividuBjs who are blbd or over 66. 



individual 
19% 

Corporate: 

3% up lo 150,000 

B% from S5O r DO0 to $100,000 

9% From 5100.000 lo *1 50.000 

12% Irom St 50.000 to S2Q0 F 0OO 

15% above 5200,000 



Rep, Ron Paul (tVlfjc,), H,R. 8352 

Appeals an deductions, credits and exclusions tor individuals other than $ 10.000 ownption 



Sen, Dan Quay to (H-Ind ), S.; 

Repeal most exdueions, deductions and credits Allows $600 (personal exemption. Income 
taxed only once- Oeducttons tor ordinary and necessary business expenses, induing capita! 
recovery allowance. Marriage penalty ebtnunaied No one taxed twice on Social Security or 
other retirement eonffir^ikjna 



Individual 

10% 



individual 

Cn* up iq $17,600 

10% Horn $T7.50O to S50 ono 

25^ above 550,000 

Corpora** 
£0% 



Sen Bin Brndiey {{yHJ,)> no number 

H*o. Richard A Gaphardr (D4#9j 

Exemption of Si ,500 for slntfe returns, St P 750 tot sfcnoia heeds oi housenokl. and $3,000 for 
(tint returns. Zero bracket amount is $2,300 lor single returns and $4,600 tor Jolnl returns 
Deduction* tor mortgage Interest, employe business expanses, charitable contributions, and 
atate and local income and real property taxes. Social security and veterans' benefits 
excludable, tnteres! on genera! abUgdtPon bonds exempt Child-care credit convened to 
deduction. Exclusion 1 tor emoioyer-provt€fecf health insurance reduced by one third. M&orrrurn 
$125,000 exclusion of 9am on sale of house by persona hb or older ■• taxed i1 ?aie rangjng 
from 0 to 14 twoem-, ro&over deterrsj remains, Medical expense deductions *mited to 
expenses in excess of 10 percent of adjusted gross income. Tax of 1 4 peroanl applies lo 
tnve^ment income d pension plans, IRAs and Keogh pfcarts, Other deductions, credtls, 
defe^als and exclusions are repealed. 



Indrvbduaj; 
14% phjpj 

m* from 125,000 lo $30,000 
11% from $30,000 lo 3S7.000 
14% above $37,000 
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THE CANON ONE TOUCH MORE 
ITS ONE UP ON XEROX. 

If enlarges as well as reduces. And costs less, too. 



' r >e comparison is anything bul a draw 
The Canon NP-125 simply outdoes the Xerox 
2350 

Fc one thing, the Canon noi only has 
iwo reduction modes. H even enlarges The 
Xerox only reduces. 

The Canon has a touch more speed loo. 
\\ makes 12 copies in just a minute. And 
requires absolutely no warm-up time. 




In ted the Canon NP-125 doesn't even 
have a power switch Copying begins the 
rnstam you touch the copy key 

So nothing eouW be simpler to use. No 
wasted lime, energy, space, or cost 

It's thai simple And that easy The Canon 
NP-125 One Touch More 

The Xerox dioesrft even come close 
10 touching our price 



Canon 

PLAIN PAPER COPtER 
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TRUCKS in Arkansas nn longer stay 
in the right lane except when pass- 
ing They now tool along in the left 
line, at the urging of state officials 
who consider the right lanes En too de- 
plorable a condition for heavy tmffiCr 
Outside Washington, some motorists 
ill cross Woodrow Wilson Memorial 
Bridge otily on a dare. They get queasy 
looking down into the Potomac River 
through gaping holes in the mad bed. 

In Cahfarnia . . . but never mind, the 
story » the same everywhere, Ameri- 
ca's highway a and bridge are cracking 
up. 

At last count, in spring this year, The 
Eioad Information Program reported 
thai the nation £ thoroughfares were 
pocked with 2fW million potholes, TRIP, 
a research group for the highway con- 
struction and insurance industries, got 
even more detailed: The average Dot 
hole is 16 inches across and 5 inches 
deep, takes 10<J pounds of asp ha J L to fill 
and eoati the taxpayers between $5 and 
$10 to fix. 

But that is pocket calculator stuff. 
The nation's transportation experts use 
banks of compute rs to bring in the 
whole picture. And it is shocking. Fur 
starters: 

■ The Inters tale Highway System is 
deteriorating at the rate of 2,000 miEea 
a year. 

* Nearly 8,(X10 mites of the interstate 
system need total rebuilding. 

* More than 20*000 mile* of the syfr 
tern require major repair within the 
next 1.2 years. 

* Forty-five percent of the nation's 
557,5111 bridges are consifl^redstnHltafr 
ally deficient or functtcmally obsolete. 

"The system is falling down behind 
our ears," says Transportation Secre- 
tary Drew Lewis. 

More depressing '» the readout on 
available Oionies: 

,+ Gross]y inadequate/" reports the 
Congressional Budget Office, '*i mis- 
nmLi:b fh'Twwn funding and n^t>." 

Decaying roads, dilapidated 
bridges, a dearth of money — It la 
an encroaching disaster at aJ] levels, 
local, state and federal Yet remedies 
are surfacing* wme innovative, some 
mundane. 

For example. Lewis sees President 
Reagan's New Federalism program, 
with modifications, as the salvation to 
renovating the road network suite by 
state. 

to state capital*, officials see the so^ 
hit ion in toll boat ha erected at intervals 
on interstate^ within their boundaries. 
The CBO proposes the pragmatic route 
of increasing the tughwsiy u*er lav 




Highway Needs Vs. 
The Budget Crunch 



Who will pay for badly needed 
construction and repairs? 



By Dei Marth 



In Congress, testimony talks up de- 
touring more funds now budgeted for 
new highway construction into an ex- 
panded repair program. But Had Cuti- 
gresa, which in 1956 inaugurated the 
interstate Highway System and creat- 
ed the Highway Trust Fund to frniuuv 
it, babysat the system and the funding 
over the years, adjusting construction 
work and revenues &s the economy 



changed, the current dilemma could 
hftve been pn?vern>d 

Tnuisportaiiim lobbyist* roniinufciHy 
warned lawmaker* that the inters Late 
system would begin wearing out at thff 
tame time that the money to repair it 
would be running out 

And that is exactly what has hap- 
pened* 

The key source L>f revenue Is th* M r 
ATIOK'8 AUOU8T 1*** 
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l^y' 1 ^Iflhwuy conditions (from lop t*fi|: Gaping hoJ*i op*n frtKque rrWy In 

* wldgt I hot came* Interact* Route ti6 aero a* th* Polo mac Rlvsr , and 
J^*/»*ultlnB traffic jama car Iftat *r»*t Into the evening. Eatlmalai for replacing 
*ork City ■ crumbling Wa*1 Slda Highway rang* io 14 billion 
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♦►ral Uix on motor fuels. It started out* 
in 1956, nt S cento per fcallon- In 19B9 I 
was increased to 4 cents per gallon 
And there it has &t*yed, 

Ik-sviU' r ,h\b> static SOufce, revenues 
entering the Highway Trust Fund ifrew 
rapidly in the first 20 years of the inter- 
state program became vehirular travel 
also gra^ rapidly. 

Rut time* changed High fuel prices 
have cut consumption. So ban Lhe can- 
turner trend toward fuel-efficient care. 
The result: lefts revenue from the fuel 
tajt. Another source — excise la*es on 
trucks ^nd truck parts— also drooped 
with lhe cctinoon . 

T — hen thejuc was the reapportioning 
of th* Highway Tniat Fund itaelf- 
Between 1367 and 1973 the interstate 
system received AS percent of the fund; 
the other 35 percent waa earmarked for 
primary roads, secondary rural roads, 
urban extension r.rwis, haiArd *)i mi na- 
tion, mil-highway crossings and some 
20 other continuing projects. In 197-1 
th<: fund split chunked to 50 -fill. 

All the while the earliest interstate 
route were nearing the end or their lii- 
Lo !£Oveju life, adding to the: already 
dtsmaJ diorama, since none nf the High- 
way Trust Fund was budgeted for re- 
pair work. 

Congress reacted, apportioning J 17ft 
million a year for repair* tn 1976- Five 
Vr'iirs lui i-r ?.[]!■ ll mount was boosted to 
$275 million. And with the Federal Aid 
Highway Act of VJ*\ n-psur mi-inn-* to 
LaEing *i*(K> million were act ankle Tor 
both 001 and 1983. 

Little more than patchwork, say 
some. The Department of Transporta- 
tion, for example, K&ya it will take SLfi 
billion to $2.3 billion a year for the next 
]0 years to keep up with interstate re- 
pair** 

Then there i.s the problem comply- 
ing the system. Some 1 ,575 mile* of the 
Ely stem's miles are not yet built. 

Thh n-io^itUNK rnlW^f i- in urliaii 
arusfc where construction is particularly 
tftetlyi m f act, $38*8 billion is needed for 
tht 1,575 mffes, compared with the I17G 
billion spent between 1956 and 1931 for 
all the other miles. 

Increased costs also figure in. In 1959 
it took 14 million to build one mile of 
interstate; today it costs more than $20 
mill km per nrile. 

"The current Ln le rotate Ayptt-m sa 
simply trying to do too much within the 
available revenue. " point* out the l BO 
"As * result, the ftyutezn may not be 
completed by 1 90ft: indeed, it may never 
be completed unless revenues are in- 
creased/' 

Am for what it will fuU-ml 
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government to meet a[] its highway 
commitment* in 1983, from interstate 
projects to bicycle paths, take your pick. 

The National Governors Association 
estimate* $163 billion. Transportation 
Secretary l^wis thinks "a realistic fig- 
ure is 513.5 billion/* That doesn't jibe 
with his bows' proposal; President Rea- 
gan budgeted only S7.3 billion. Con- 
gress Is talking billion. 

Rut the big thinker is the American 
Transportation Advisory Council. Look- 
ing down the (teterioratlng road, it esti- 
mates $404 billion will be needed during 
I he next decade to make motoring 
again an endurable, if not pleasant, ex- 
perience. 

For Tin: taxpayer, it is of little mat- 
ter who is right. He will get the bill 
jTK : Lntk'S:- MohI likely :t will hil him lit 
the gasoline pump. The federal fuel tax 
uf 4 cents li gallon Jul* Lo Ik- iNcreased; 
that sentiment is nearly unanimous 
Only the President, committed to no 
new taxes, stands in the way. 

Lewis last fall proposed a 4-cents a- 
gallon increase, forecasting a yield of 
$4,4 bill ion a year, It didn 't make it in 
Reagan b 1383 proposed budget Lewi* 
wi?l try again This fall 

"Eventually it is going to happen be- 
cause it is the right thing to do," he 
says. Congressmen from both parties 
:it r ree. 

if a fuel tax increase is voted, it may 
well he a part of Reagan's New Feder- 
alism program. Shifting reaponsibitity 
for roada and repairs is a prominent 
feature of the President's proposal. 

H would give the states total respon- 
sibility for all the highway systems— 
primary, secondary and urban exten- 
sion roads. The federal government 
would remain accountable for construc- 
tion of incomplete portions of the inter- 
state system. 

To help the states pay for their added 
responsibility, the federalism plan 
would assign part of the monies from 
the Highway Trust Fund to each state- 
But many state officials are suspi- 
cious They know the Highway Trust 
Fund i-i underfunded. They suspecl Lhv 



Economizing 
Drivers Pinch 
Highway Funds 




Highway travel paralleled highway fuel u«e until gai-sUngy can allowed 
fuel consumption to drqp erven as travel Increased. Thai bas meanl bad 
newt for the Highway Tryst Fund, which depends on fuel teres to finance 
the repairs made necessary by Increased travel For ins graph, miles 
tnvirtad and galloni of fuel were converted inio an knd». wnh 11170 = 100. 
Figures for 19«1 end are estimate*. 



deficit would be shifted to the states. 
Thomas Walker, executive director of 
the Transportation Development Asso- 
ciation of Wisconsin, calls it "a shell 
game " 

State transportation experts like 
Thomas also fear being pre-empted by 
ihe federal government fnim ruisjni; 
gasoline taxes* Should the federal gov- 
eminent double the federal fuel Lax, for 
example, a slate would be hard-pressed 
to also Increase its state gasoline tax, 
even if additional sljau- revenue were 
Deeded fur increased construction and 
repair responsibilities. 

Besides, some states feel they have 
already gotten abort shrift. Though the 
federal government has kept its fuel 
Lax at 4 cents for the past 23 years, 
states have repeatedly increased theirs. 
Average state gasoline tax now is 9,9 
cents. 

Toll booths, as repulsive as more tot- 
es, also seem to be a pan of the solu- 
tion. 

"I ddtft like tolls, but the problem of 
road maintenance in SO serious that 



they are going to be needed/' says 
Richard H. RokrtHon, an associate ad- 
ministrator at the Federal Highway Ad- 
min wtratmn (FHWA». 

South C arolina is considering toll 
booths on bridges to raise needed road 
funds. Maine has passed a law to si- 
phon toll revenue from its turnpike into 
its state mad maintenance program. 
Wisconsin wants Ui put toll booths on 
the interstate highways within its 
boundaries. Pennsylvania is thinking 
along the same line. 

It is against the taw for any &tate to 
put a toll on its interstate highways 
unless the state wants to give buck the. 
federal money it got to build that inter 
suite. But the idea of scratching that 
refund requirement has already been 
t.nwhed bv fho I-11W A 
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Pothole Festival 



Some folks in (■hnuncey, Ohio, es- 
timated that their town had a pot- 
hole for every resident— about LGOO. 

What the town didn'i have was 
enough money in the treasury for 
repairs. 

VoM The Chauncey Pothole Fes- 
tival. 

For two days in July the towns- 
people, having set up booths in the 
old football stadium, bought their 
neighbors 1 donated homehaked 



goods, crafts, white elephants, chili 
dinner* and rJiti like 

When it was over, festival officials 
took the nearly $5,000 and bought 
the town some asphalt. 

Such enterprise doesn't go unno- 
ticed these days in the White House, 

The President, on learning of the 
town's festival, sent Chauncey resj- 
dent* his congratulations for solving 
iheir problems in the traditional 
American spirit- 



OW rftKPHW.vr liliAiiAN wmjhJ kiok 

upun [jutting tolls on inteniiates Is 
not known, but the idea fits in with 
reducing the federal budget and trans - 
feffifig mure responsibility to tbt 

[f and whm it happens, Wisconsin 
will be ready, reliielaritty The state hai 
500 mile* of Interstate and figures it 
can raise $5tt million a year at toS 
booths, Cars would pay 2.4 cents a mile 
traveled, trucks 8 5 to 7.3 cento. 

Edmund Byrkit of the Wisconsin 
Transportation I department points out 
Wisconsin gels unly $12 million annual- 
ly fmra Washington Lo main Lain inter 
state highways and needs $40 million. 
"We've got lo get the money aorno- 
how," he saya, 

He admits tolls would hurl the state's 
tourist businetiA, But then so would re- 
ports tliat a vacationing family fell 
thmugh a bridge or disappeared into a 
pothole. ^ 
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Dealing With Tax Evaders 



Proposed bilts to enforce tax compliance 

are likely to burden business without 
closing down the underground economy. 



COMMISSIONERS Of the 
Internal Revenue 
Service tre noted for 
choosing their words care- 
fully. Gatufequ£ntly t peo- 
ple sit up and take notice 
when one of them says of 
tax evasion: "The dollars 
involved have reached 
aburming levels/ 1 

That's how the current 
commissioner, Roseoc L 
Egger. Jr, r sifted up the 
situation when he testified 
before a Senate Finance 
subcommittee last sprintr. 
IRS estimates that the to- 
tal "ray. gap M may be &tt 
high aa S97 billion for mi 
and fears it cou3d reach 
SIW btlSion in L*tf=> 

Two bills lo deal with 
this problem are making 
1 heir wiiv through t-on- 
gressn The Taxpayer Com- 
pliance Improvement Act 
of 1982. S. 2198, is apoiv 
wired by Sen. Robert Rose 
(fl-KanM> chairman of the 
Finance Committee, and 
Sen, Charles EL Graasley 
(ft-luwai. in the House it 
ih designated H.R. i»829 and sponsored 
by Rep. Barber 6. Conable, Jr. (R* 
N.Y.fc ranking minority member of the 
Wava and Means Committee, The other 
bat fa the Tax Compliance Act of 1982, 
H.H. GvfOO. sponsored by Ways and 
Means Chairman Dan KfrstenkowsW 

Both bills attempt to deal with non- 
compliance by tightening up reporting 
requirements, increasing penalties and 
strengthening the- hand f if IKS, 

IR*S cuiys that withholding is the mosit 
effective means of ensuring compli- 
ance, with a success rale of 97 to W 
percent- 
Next most 5ucce£flfu) j* information 
reporting, in which document of trans- 
actions that may generate a tax liability 
are sent to IRS. information reporting 
produces almost 90 percent compliance, 
IKSaays. 

Where neither with ho I ding nnr re- 
porting b ua*d + the compliance ranges 
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from Si) to H |H>reent Since past Con- 
gresses have been unwilling to bnonden 
withholding; the two bilk emphasise in- 
creased reporting. 

Business groups testifying on the 
legislation have been generally sup- 
portive of tin? objective— ^dJaeourajjing 
tax evasion — but take exception to nu- 
merous specific features of each bill. 
The moat f requent complaint is that the 
added burdens of risk and red tape to 
be imposed on business are out of 
proportion to the additional revenue 
that might reasonably be expected to 
refute 

Apparently , the bills' drafters feared 
that such might be the case, niuce both 
bills exempt IKS activiiies from the Pa- 
perwork Reduction Act 

IRS now matches against lax returns 
uith 2ti percent of the 300 million docu- 
ments filed annually , observes David Y. 
Fruaakk, director of the US. Chanv 
ber's Tax Policy Center. 



s!jkjj_'esi> that "re- 
Hources should be Focused 
an using data already be- 
ing filed" rather than on 
increasing the number of 
forma. 

Another genera! objec- 
tion is raised by Washing- 
ton lawyer Gerald Feffer, 
chairman nf the American 
Hut AHNfK'ULl.nHi - Tn-.k 
r'orce on the Under- 
ground Economy and u 
former Justice Depart- 
ment official in charge of 
prosecuting criminal tax 
evasion , 

"Basically, the ap- 
proach i* more penalties, 
and Ym not sure Lhat is 
going to solve the prob- 
lem," Feffer eayis. "Moat 
of the provisions in these 
hi Jin Heal wiih |kMjple who 
are already in the sys- 
tem," he explains. M I don't 
think that either bill reaJly 
addresses the under- 
ground ecqtiomy." 

Among the bills' fea- 
tures that concern busi- 
ness ana) Yalta: 
Penary for substantial underatgto- 
ment. Ooth bills specify :l penalty for 
"any substantia] understatement of 
Lax." The purpose is to end what Egger 
calk "playing the audit lottery": Some 
taxpayers take highly questionable tax 
breaks on the cliwiif-e ihtii their rHurns 
will not be selected for audit If they 
are audited, they plead that the under- 
payment is due to an honest difference 
of opinion over the proper interpreta- 
tion of the rules, 

In S. 2198 the penalty is 10 percent of 
the underpayment In H.R fi300 it is 20 
percent of the interest payable nn the 
underpayment. The penalties would not 
apply if the taxpayer had included on 
his form information "adequate" to ex- 
plain why he believed he wai* entitled to 
the deduction ««r <jUier tit* brejik 

The Chamber objects tn thru penalty 
on the grounds that business tax re 
tarns "contain many judgments w* < fl 
thr treatment of items un which ad* 
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vaiice guidance from the IBB w diffi- 
cult to locate, unavailable or Ambigu- 
ous/' The Chamber say a that the 
documentation required ta nsiure ade- 
quate disclosure could lead to large in- 
creases stl supplementary filings On tax 
returns, "creating a major additional 
burden for boMi taxpayers &nd the 
IRS, 1 ' 

Machme-processabie reporting. 

LkLh bills authorise IRS to rt^uire tax 
returns to hr fik'd "i: niiLjrnelir Uii.-e or 
per forms that can be read by ma- 
lum- H ,R, RSfHI requires that 
coisl imposed on the tax- 
_** be collateral; S. 2198 
does not. 

Many large corporations al- 
ready submit their returns on 
computer tapes* but bosine-sH 
representatives believe there 
should be an exemption for 
Small businesses. 

Penalties for understating 
tAK liability. H.I'L am create* 
a new civil penalty for :inyone 
whfi helps prepare a document 
that he knows is likely to be 
used in u n ders taling someone* 
else's rit>. hiihihtj . The penalty 
is S-1JHKI For rarh in dividual re 
turn or document itnd $& P Q00 
for rach return involving cor* 
twraiionfi. 

In S, 2198 the penalty b SO 
Percent of the underpayment, 
up to tiLMt.iMP. and it applws 
only to nets of corporate direc- 
tors, officer*, employes and 
advisers that affect the curja> 
JWlon'a Lat. There is no re- 
HuiremeiU that the fraud be 
connected to the preparation 
^f any particular document, 
further, the definition of 
"knowing participation in 
fraud" i nr hides yit tuitions 
Whore the individual "knew, or 
should have known/' Business 
^preventatives call this prnvt- 
•*0n vague and difficult to ap- 
ply, and they contend tiKii 
"resent penalties are stiffs 
^fent to discourage corporate 
^ uv union* 

Denial of i merest on 10- 
*urkda. Under present In*, in- 
terenion refund* run* from the date of 

. i I an overpayment ts refunded within 
»" duyji uf filing, no interest i* paid. An 
JV&rpayment resulUng from curry 
t'iicks fur net operating losses, net cupi- 
W louiea p>r credits is considered na 
furring at the end of the year in 
w hieh the carryback urose. 

H.K. il'tyHl extends the nrn merest pe- 
WW to <n day*. Oajtybaski would b* 
Seated a* having occurred on the due 



date 1 with extensions) of the return for 
the year in which they arose. 

S, 2198 limits interest to the period 
lifter a return is fik-d in ^procefisable 
form." The 45-day no-interest period be- 
gins then, Interest oh a carryback 
would be computed frtim the date the 
claim for a refund Ls tiled. 

Thoae changes are intended to keep 
taxpayers from delaying refund claims 
when the interest rate on refunds is 
higher than market rates. The Chamber 
si won't work, since taxpayer* 
could atili file a return for the loss year 



The Tax Gap 




The Treasury Department figiires its liffil re- 


ceipts were shprt by iWl.lt billion to &tf billion 


Below are the MOiircufl of that Lux i^ui 
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figures arc- preliminary, and item* don't all add 


up to the totals because of rounding. 
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Dividends 
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Farm business 


U 




2.B 


Rents 
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RoyaltiCis 
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Partnerships 
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Estates and trusts 
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Small business corporations 


17 
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Alimony 
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Overstated expenses, doductone. 




c redds 


12.3 


Corporal tax returns 
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Drugs 


4,5-61 


Gainblrng 
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Prostitution 


0.4-1.2 
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by the original due date hut delay filing 
the carryback claim. 

The Chamber a{ho objects to the 
vagueness of the b-mi "in prori-M sable 
ffjrm" and to the added eoaw that the 
ehangeti would impoHe on busineaaea 
with wpeeially complex tax retirrnH 

Retirement income, Moth bills re- 
iguire withholding on pensfons and oth- 
er forma of rithfiiaMit income unlets 
the recipient electa otherwise. 



AlPtit'Rt ii*h^ 



Under S. 2198, those wishing to opt 
out would have to do to every year. 
H-R. *>M>i) increases from 10 percent bo 
15 percent the excise tax <m prematurfi 
distributions from an Individual Retire- 
ment AccT»unt fc Keogh plan or aecumu- 
lated deductible employe contributions 

[n ;i |H'Z|hM>|| |.ij;i4l 

The Chamber sayn the increajted ex- 
cise tar appears to be a revenue-raising 
measure rather than something intend- 
ed to tncreaMe erjmphnn^e. und it should 
iberefure be subject to separate hear- 
ings. The Chamber also suggest* that if 
withholding is justified at all, 
an exeoiptkin election shuuld 
be allowed lo reniiiits in force 
until withdrawn by the ineome 
recipient, as in H.FL 6900. 

Foreign transactions. HJi. 
ON* would prohibit later use 
in I'^urt (jF material doeument- 
injr forel^fn transactbns if the 
material had not been pro- 
duced within 90 dayi of an MLS 
request. An exception could be 
granted if the delay were due 
to "reasonable cause/" but vio- 
lation of foreign law would not 
constitute such causc. 

EftS sayfl the provision la 
necessary to prevent taxpay- 
ers from deliberately withhold- 
ing relevant information until 
ii r ,riHl it> in pro^re^H, leaving 
the government insufficient 
time to prepare a response. 

The Chamber responds that 
both IRS and the courts al- 
ready have huffieient powers 
to f^u run in tit ■such abuses, but 
if a change is necessary, for- 
eign law should bti tonjiidored 
a mitigating factor under 
some circumstances. 

Tin' Senate Finance Commit 
tee incorporated thte features 
of S. 2198 into an omnibus bill 
embodying the changes in 
spending and taxation mandat- 
ed in the fiscal budget 
The Kwnrnittee also apjirovH a 
10 percent withholding tax on 
payment of dividends and in- 
terest and a new reporting re- 
quirement to be imposed on 
payers The Hi^use Wuys and 
kk-ans Committee ii awaiting 
final Senate action before fin*- 
L^eeding with it» own tnarkup r which 
may come this month. 

Experienced observers doubt that the 
businesM community will have much 
success in modifying the objectiontiblr 
features of thin legislation. Says 
Feffer: JJ Many uf tire provisions will 
pass. There's a greundswefl of political 
suppuri f..r *Tiickdr.wii on evasion. b< 

There's another reastin, loo, dm- 
gn^ss ne^sds the money, £3 
—Barry Cruihmor 
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SBA: Confronting 
Its Own Problems 



The new bead of the 
Small Business Administration 
wants to change the 
agency's image of ]ackfng 
enough concern 
for its constituency. 

By Michael Thoryn 



THE Small BiiHinefti Ad- 
minifttrfition would 
like to be perceived as 
that friendly federal agen- 
cy ever willing to lend a 
hand to the struggling }lv 
tie entrepreneur. 

But even the SBA'a 
most ardent supporters 
concede Lhat it is * Xrofr 
bled s^ency. 

It has had she administrators' in the 
past 12 fMtl The hut one quit under 
fin.- after *mh \ ] months 

SEA fjn>^ram» are regutariy assailed 
to Congress •*+ inadequate, inoff iciont 
artel, in some caaes, tainted by corrup- 
tion. 

In what is probably the most damag- 
ing verdict* many small business people 
themselves think the Agency set up to 
help them is irrelevant to the real-world 
challenges involved in running a buA> 
nees. 

The new administrator. Junes C. 
Sanders. SUV, recogmtees the problems, 
"The task is to give the SUA new vitali- 
ty/ 1 be aoys. "If the agency remains 
static amid chantnn^ times and major 
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• , !.-riL r "s w -a ill lose its reason to ex- 
ist." 

Sanders* who sold his interest in an 
insurance brokerage before earning to 
Washington, adds, " 1 would not have 
i*rre;ned Un.-i ji'l- r.. riin j\'i> K'-^i'- i#vur 
the agency's demise/ 1 

He and the agency * 4,400 fuil-time 
employee face a tough taak. Small busi- 
ness people contacted by Nation's 
Business tend to view the SBA ai a 
loan bureau thai doesn't make many 
loons, in addition k as Sanders acknow!- 
edged at his confirmation hiving in 
March, "the SBA has been widely per- 
cvived at not having adequately de- 
fended or advocated for its 
constituency," 



Thf- agency, fumirtol en 
VJrti, can Count flume sue* 
ceases. For one, it helped 
fiiniiof $41 billion m feder- 
al guvemmenl cininicti 
to small business in fiscal 

list 

Another SBA's tfuuran* 
leed loan program, which 
knjs business people who 
otherwise couldn't get 
loans* has a relatively tow default rate 
of tea* than 7 puree nL Some 22,:m 
iruurantued Joana total in §r about $3 bfl* 
lion were made last year. 

And the SB As Office of Advocacy, 
estahhshed by a lFFll law, hfts been 
monitoring the Regulatory Flexibility 
Act< pushing rrduetant federal agencies 
to consider the regulatory burden on 
small bun mesa m thtfir rulemaking, 

Sanders is mow concentrating on 
the management aas stance dM- 
mon, where he was- associate ud minis- 
irsilur for seven month* before beinif 
i.u[<]H/«J to £iK'XM.'«i MMiael fVdeiiaS. 
One major problem, according to n sur- 
vey by the Hi mm? Small Business Com* 
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mittee, ifl thai! only ahaut 
u7> percent uf agency per- 
sonnel are in the field de- 
livering aervicea to amall 
bue-tn£B«Gfi. T*j counteract 
the top-heavy bureaucra- 
cy at the central office, 
Sanders will deploy maie 
power to field offices and 
delegate authority. "The 
emphasis hms to be more 
on bandti-cjn delivery to 
the small business com- 
munity and less on staff 
and support work, which 
really doesn't deliver any- 
thing/' he says* 

The management assis- 
tance effect will be aug- 
mented by "leveraging 
the re&ourees of the pri- 
vate sector '—cooperating 
with chambers of com- 
merce, other business 
15 ru n us. and stale and lo- 
cal governments. Already 
under way: a program of 
free counseling to small 
businesses, offered by 
members of the National 
Mn^ie ty nf Pub Ik Accoun- 
tants, 

While Sanders labors to 
revive the SBA, some in 
Hiientjal people think the 
agency is past saving at 
l |J kst in its present form. 
Most harsh haa been Sen. 
William Proamire fD- 
Wis.j. When he introduced 
* bill to abolish the SB A in 
1979, Proxmire said. "Tbb 
SBA has a history of polit- 
ical favoritism, bad jud|C- 
■frents and blued deci- 
sions;. It has been a reposi- 
tory of patronage and 
**andaLs. It haa helped 
q nJy a minute number of 
KHiull businesses^ Since 
'■lii' President, i^>ji^rn- -- and rh^ people 
*J*at lo tut the budget, the SB A, which 
foal Its. way and outlived its use f Hi- 
Pi^ is the place Lo start. 11 

MEMBERS uf the Louisville (Ky.) 
Area Chamber of Commerce 
•SfeB no leas firm when laat year they 
v JfUsd overwhelmingly in a survey to 
eliminate the agency, "It's not worth 
*hax it's costing/' says John Sawyer. 
ch ^irrnan emeritus of the board of Erd- 
iTirinn (.'orporation. a wholesale indua- 
j r ml supply firm, and former head of 
Ji chamber's small business rteatfalg 
^inmit^o, "The KBA is just another 
bur eauracy-— you stand in line to Ml 
goodie*/' 
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SB A AdmlnifelrntCK Jame* C. Sander* iayi ha wanli his 
■gency lo tervt small business iKopke- In ihfir hotn* ar*as. 



Bill Nourse, president of Btook- 
meade Hardware & Supply Company, 
Nashville, and a member of the l.'.S 
Hi umber «\njnnl of Small Busing 
thinks the SBA should be pared to juat 
two programs, advocacy and guarmn 
teed loans, Management assistance be- 
longs in the private lector, he say*, M I 
don't think a small business peruoji who 
really needs help will go lo the govern- 
ment. When ] need help, ] torn toother 
hoitnes* penpJe for advice^ Nourse 
says. 

'"The SBA is being streamlined, but it 
\s ill Nike a long time for small business 
to get the message," Hay a Carolyn 
Gaudry, co-owner of Carbon Diwrfoe, 
Inc., Portland, Ore., which sells and ser- 



vices fire fighting equip- 
ment- Small business 
owners in PorsJand ^.-siri 
get advice from other 
business owners through 
h hot line run by the Local 
chamber of commerce, she 
notes. 

John Sloan, president of 
Finn Tennessee Bank in 
Nashville, has an insider 1 ! 
view of the SBA 'The 
SBA baa real problems 
and hasn't cured them 
all/' says Sloan, who 
chair* the SBA National 
Advisory Cound] and was 
mentioned as a candidate 
for administrator after 
President Reagan took of- 
fice* But Sloan is entbusi- 
astic about Sanders' 
management abilities and 
his plana to refocua the 

Eigesiry . 

Aa chairman of the Sen- 
ate Small Business iV.m- 
niittee, Lowell R Weickei\ 
Jr. IR-Conn.) has also fjx* 
amined the SBA closely* 
Weicker isn't pleased. One 
of the reasons the SBA ex- 
ists is that small business 
has unique problems, the 
senator says. "Big busi- 
nessi tan handle high in- 
terest rates, for example, 
while small businesses go 
under" What's needed? 
'The small business com- 
munity haa simply had a 
caretaker when what it 
pi ued s is a fighter/' 

The agency will have to 
do Ha fighting with teas 
money. Citing the overall 
budget squeeze and a de- 
sire to limit federal inter- 
vention in credit markets, 
the administration has 
proposed a business loan spending level 
of f&44 billion for fiscal 1983, compared 
with $2.36 billion this year and S3 A bil- 
lion last year, Assistance to minority 
small bunmeac holds at Wl> million; the 
Office of Advocacy gets s slight in- 
crease. 

The farm disaster loan program Ls 
being s.hifleifc to the Fnrmera H« w Ad- 
mi nitration in the Agriculture Depart- 
ment — partly becauee it was misman- 
aged. The SBA inspector general 
disclosed last year Lhai millions of dol- 
lars earmarked for crop replacement or 
debt n-pay merit were used for refur- 
bishing homes, investing and uther pur- 
poses unrelated to farm disasters. 

The direct Joan program, in which the 
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SEA tenia its own fanda to disadvan- 
taged businesses, ends this year. The 
default rate is at least 38 percent, and 
the agency faces leases of more than 
£.Tf)0 millton on Joans made from IDTiJ Ln 
19T8 t Taylor C. tarimorie, an agency 
loan officer based La the Miami district 
office, told the Senate Small Business 
Committee last fail that direct loan 
losses were a "disgrace." 

fcach application considered, he said, 
"'has already been analyzed and turned 
down by the businessman's own bank. 
. . . How can the SBA be expected to 
make a better credit judgment than thc- 
btisinessmans banker — the banker 
who knows his customer, the neighbor- 
hood and the competition much better 
than anyone in SBA?" 

Another controversy, over the Ba 
government procurement set-auide pro- 
gram for minority contractors, contin- 
ue* u> simmer. The program has 2,000 
firms on its rolls, and in its 14 years, 
only about 170 have ''graduated' 1 to 
compete yn the unprotected open mar 
keL 

Most minority business owners in Sa 
say they don't want to graduate be- 
cause they haven't developed the aHIk 
to make it on their own. In response, 
the Commerce' Department's Minority 
Business Ltevebprnent Agency plana ta 
open 100 business development centers 
to provide the iatwiiiathii on financing. 



marketing, and private and government 
contract* that minority firniB need +, to 
thrive and expand " 

The MBDA centers will charge mod- 
est fees: an hour for clients with 
sale** of iimler SftXyHM) and $6.© an 
hour for firms with higher sales. 

Companies that cannot afford to pay 
the fee can apply for a waiver, but 
MBDA chief Victor M Rivera says th* 
inability to pay such a timatl amount 
should 11 make you wonder" about the 
firm's viability, 

THE sua has never had much capital 
clout. It isn't a cabinet agency, so 
its views and activities don't receive 
much White House attention—except 
when disclosure* of mismanagement 
turn everyone"* lurad. Rut Sanders has 
made a breakthrough: His request to be 
included in the workings of the Cabinet 
Council of Economic Affairs was re 
cently granted* "I don r i have a role in 
everything they diacAiss p " Sanders says, 
"hut I can attend when the subject m 
relevant to small business.' ' 

Perhaps the SBA's most effective 
unit te its rtOemploye Office of Advoca- 
cy, headed by Chief Counsel Frank S, 
Swain. 

Of his rule as spokesman for small 
business both inside government and 
around the country, Swain saya, "Advo- 
cacy is the one part of the SRA thai 



The SBA's New Chief 



James C. Sanders, the SBA's 14th 
administrator, is an experienced 
small business person who has al- 
ways been involved in organising 
and selling ideas. 

After early jobs as a civil engineer 
and an insurance broker, be co- 
founded the insurance partnership 
of Sanders & Sullivan in k&51 in San 



Jose, Calif. In following years he 
served on the California State Re- 
publican Centra] Committee and tJ?e 
State United Republican Finance 
Committee. 

In 1979, when Banders & Sullivan 
merged with an international insur- 
ance broker, his firm was the largest 
independent insurance broker in 
Santa Clara County, 

As&nciales describe thr j 
ministrator a* unruffled, pro- 
fessional, energetic and an 
excellent testifier at congres- 
-annat hearings. 

He'll need the energy 
Sanders' current weekday 
schedule begins at 7:30 a.m. 
and continues through 
p.m [' longer on the road"), 
phis part days on Saturday. 
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best serves the entire small business 
community. Whether the subject is tas- 
en, regulation, innovation or any other 
li'gijOal.ivi' my first priority is to 

have small business effectively in 
volved tn policy detiatafiB. 1 * 

Advocacy also serves as an ombuds- 
man for small businesses with individ- 
ual problems concerning the federal 
government Swain's office is develop- 
ing a small business data base to plug 
small business into top-level economic 
piano eng. since up till now decision 
makers haven't been able to gauge the 
likely result of polk' tea on small firms. 

The data problem was carefully ex- 
amined in Advocacy's report, Smail 
Business and Competition* a major 
part of the first presidential report on 
the state of small business. According 
Up the SBA unit's analysis, issued m 
Martha "adequate sta titties are collect- 
ed on the small number of large corpo- 
rations but not ojj ihtr lar^e number of 
small buBinpasefi." 

Swain has taken legislative positions 
independent of the administration. "I 
look on this office as (he in-ln-Ltse lobby- 
fet for small business/' he explains. 
Swain worked for passage of the 
Prompt Payment Act even though, as 
he says, J, lhe administration was slow 
to get on the bandwagon." The act, 
which requires federal agencies M> pay 
a bill within 45 days or pay interest 
from day 31, lakes effect in October. 
"Many small firms contacted the SRA 
about late payments from the govern 
meat/' says Swain, ''and we did some- 
thing about it" 

Though fleas KB with Advocacy's 
accomplish me nt* m his fintt year as 
chief advocate, Swam acknowledges 
agency difficulties, 

r The SBA owes itself Congress and 
its constituency a re-examination of our 
money tight pro grama/' saya Swain* 
"and a determination of bow we can 
best use the resources we have. We 
haven't reac hed our potential " 

Indeed. Congress shows signs of los- 
incf patience with SUA program fail- 
urea. At a recent House Small Business 
■ urrmnUee hearing on minority aid pm- 
grams, Rep. John l J Hiler (R-Jnd.J told 
Sanders, "Something has to be done <in 
a crash basis. You've inherited a deep 
swamp to wade through/' 

Sanders insists that accomplishments 
will jihow up soon. "In a year wp would 
like to be well down the road to improv- 
mg our management assistance system 
and gHijiij! rvsulte fnin training; field 
personnel in the hard skills of lending 
and portfolio management" 

And more: "'We have a big ear. Win 
waul individual businesses and busi- 
ness groups to know they have a friend 
in the SBA/' Sanders says, He's afao * 
realist: "Pm not going to pretend we 
mo ai'vuriiplish miracles." 
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Bell brings you show 
and teleconference. 

mm With a teleconference, you can have a meeting with people who 
are thousands of miles away. You reduce travel, save time and money, increase 
productivity. 

You can hook up several cities at once. Talk with customers, vendors 
or subsidiaries. Bring in people who would not he able t o attend if the meeting 
were out of town. 

Teleconferencing removes distance as a harrier to effective 
management It lets you review policy, handle urgent problems, even address an 
out-of-town sales meeting— all without leaving your office. And less travel gives 
you more time to handle strategic planning and other important matters. 

Bell's latest innovation in teleconferencing is Picturephone* Meeting 
Service. It brings your ideas face to lace. And lets you combine all the elements of 
a full-scale meeting audio, video, graphics. You see the people you Ye talking to, 
on a TV monitor. 

All this is made possible by the technology of the Bell network, the 
world's largest and most advanced information management system. 

Bell can discuss al! forms of teleconferencing and help you select 
what is best suited to your needs. 

Put our knowledge to work for your business, Bell System. 

The knowledge business 




Opportunities 

don't disappear 
in tough times. 
They're just harder 

to capitalize on. 



:f s face it— 
These days, hang- 
ing in there isn't 
easy just meeting 
tile payroll i an he 
a in ajnr triumph. 

You need to tighten up, 
%hr back, make your company 
niore competitive. Bridge the 
gap until the upswing begins. 
As it inevitably will. 

At GECC, we know what 
you Ye up against, Because 
^ te businessmen too. Facing 
the same problems. 
Hut we can help. 
All die money you 
Qeed, from one source. 
Need $5 million to $200 mil- 
gflo or more? Our asset-based 
financing people can supply 
w I tlie cash you need to take 
*d va u; age of < >p pc mti n i r i es 
presenting themselves when 
fix* least expect them. Or 
w Hen yrui need them most 

GECC o tiers competitive 
'"teitst rates, more flexible 
advance credit lines and more 




workable 
loan struc- 
tures than 
p most other 
lenders. 
You get financing 
structured just for you. 
Well custom tailor a program 
.specifically designed to meet 
the needs of your business 
rc xl ay. Wei I de vc 1 1 >p w j rki ng 
capital loans collateralized 
by your accounts receivable 
and inventors'. We'll work 
out term loans based on 
your fixed assets. 

Whatever your need, 
we can help. 

A better way to 
finance acquisi- 1 * 

Hons. If the opportunity 
to add market share by 
a cc| li i r i ng a com pe ti to r or 
-supplier comes along^ well 
show you how to retain max- 
imum equity ID the deal. We re 
experts at structuring lever- 
aged buy-on ts utilizing both 
the buver s assets and those of 



the company being acquired 

At GECC we have the 
capital you need to weather the 
storm. And wcVe got the out- 
standing service that goes 
along with it. To hone your 
productivity and stay in from 
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of the pack, jus! give us a call 
at the toll tree number below. 

We can help yon capitalize 
on yt >u r o pp< >rtu n i t ics . 

GeneraJ 
Etectric 
j Credit 

BfTDnUGHC CAPITAL 





CAPITALIZE 
ONYOUR 
OPPORTUNITIES. 

800-243-2222 

IN CONN CAU800 942-2222 
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Fainthearted ? 
Not "Mr. Chicken" 



Last spring tn a crowded eta volar in 
a Baltimore hotel., Prank Sin Par- 
■ Perdu*-, ihe r^ll, him chair- 
man and chief executive officer uf 
Perdue Parma, Int., Salisbury, Md Jfc 
saw a look of recognition rush over a 
fellow rider's fan'. 

,? l know you from someplace," the 
mjin .said. 

Perdue, (3i replied: 'Tarn Harmon . 
All -Aii-.vr« -in al Michigan to 1939 and 
But you probably think I'm that 
darned chicken man who dues the toS*^ 
vibaiin c^mmeiriak Tin getting tittd of 
tauiK eon fused wii>k that ^ny." 

JlipL before the elevator reached the 
lobby, Lfn- linii. I i-r r i--L aroaiid ;nnl 
ueked: ''Are yon realty Tom Harm™?" 



Frank Perdue has 
had to take chances 

to get where he is. 
He has also worked 

hard — and smart, 



By Grov&f Heiman 




Periling who vaguely rafeemble* the 
football player and sporte armnuneer, 
*tnfl*d and shook his head, "Nab, Id. 
that darned chicken man." 

itt fc po|rjiition^af his true identity — « 
H< TH^Laiap Perdue often gets from 
grangers, Peon]*! wave and cull out, 
Hey, Mr. Chicken r " 

P« Tcli M . th happy to hear the greeting. 
■^fc»Knitii>n is good for his humnegjt, 
^ ] <"h involve* rawing and prm-imsin^ 
*w million chickens annually. 
, "i the 14 years since the firm bought 

Im 1 "" 81 P rDC4lrtRi,l g P llint th* trfauie 
JMniarva Peninsula, which separates 
™ Allantie Ocean fmrn the Hiesa- 
Pfake Jia>\ growth hart been su-ady 
1 work force has expanded from 400 
5 making Perdue Karma the 

iTest single employer on the pcninKu- 
51 ^d one of the tuition a 30 largest 

**AT|ON-*| MtreifNKHS - AirntTST \fiH2 



Ttifl folksy chicken rruignmlf become* 
■ suave host in a televJatoo commercial 
for hi* company '# Cornish nana. 

privately held corporation!. It owna in- 
tegrated poultry raising and process 
iug cnmplexes. m>t only in Delaware, 
Maryland and Virginia but also in 
North Carolina 

Such complexes control the entire Hfe 
.»f i hi- ehii-ken. from ^a- >•> retailer, 
Earh week & million bruik-rfc. roaaler* 
and Comi&h game he us move through 
Perdue process i rift plant* and are 
run bed to market* in refrigerated Per- 
due trucks 

Sake m the fiscal year that ended 
ta*t March won- #4^ million, and thus 
year Perdue expect* to shuw a 25 per- 
cent growth in [iroces-King The firm, 
which ranks third in the industry in 
processing, product* 6 perwftt of the 



birds, as Perdue calls them, that reach 
the table in res la u ran ta and fwineu The 
company'** fortunes are so closely allied 
to corn and soybeans — it uses over a 
million tons of feed annually— that it 
has a Beat on the Chicago Board of 
Trad*. 

Frank Perdue was nut always so de- 
voted to chickens, although they havr 
been a parr of lii* enure life. Jie grew 
up in a two-atory white house on a 
small farm 3 miles east of Salisbury 
Today his firma modest, austere head- 
quarters is arr«»fl the road fn>m th* 
farmhouse, whteh i* occupied by a Per- 
due employe; the farm b now used as a 
hatchery. 

His parents were Arthur Perdue, a 




local u^'ent for the Adarrss Kxpri*** Co 
rlatf-r U* be known Americnn 
way Kxpre«n) and Pearl Panionh fmm 
Hi-ark pLir-u[>>lMir^ Hh* 1 M traded 
to Arthur because he wore q uniform — 
and fthe had pledged to herself that she 
wouldn't marry a farmer, liut not lung 
af ter Ihe marriagv her husbands noting 
that a numher of local farmers were 
profitably chipping tgg* to New York 
City P decided he would ^et into that 
buainetts hi mine If and bought 60 laying 
hens for $o. 

By the time thffir only child waa bom i 
ArtJujr Perdue Win full-time in l.he e^jf 
hwHrm^K F-'rusjfe ^rew uji jr; ihv enrn^i 
ny of chick emi, When he wim lU, hi» 
father launched him && an enLrepre- 
neur, (Mag him M eutta— the rejecte— 
and n Hhed of hm own. 

u To my fathtr'a Aurprisd* ami to 



mine, my culls outlaid his chickens," 
Frank Perdue says. "We couldn't fig- 
ure it out; they got the game feed. 1 
learned years later that there is indeed 
a pecking order among chickens, but 
before that t had concluded that the 
larger the pen* tin* happier the chick- 
en." 

HIS own flock did so well that 
young Frank was clearing about 
52(1 a month, which made him 
rather well off during the Depression. 
By the tune he finished high school, 
however, he wai sick of eggs* chlflltefla 
and chicken coops that needed daily 
cleaning and hot summers in cornfield*. 
He enrolled at Salisbury Stale* a teach- 
ers' college, with a hankering to be a 
big-league baseball player. 

"I was the first one out for practice 
and the last to leave. I got to play some, 
but 1 couldn't hit well enough to think 
of making the big leagues. By the time 
I was finishing my aophomorv year, 1 
realized I didn't want to he a teacher. 
And rather remarkably, I saw that in a 
couple of years my father had smnrt- 
ened up considerably and that the 
chicken business wasn't bo bud. " 

So Frank Perdue went to work for 
his father, a frugal man who resoled his 
ahiX'fr with half sole* from the five-sind- 



contracting with farmers to raise broil- 
ers Today Perdue Farm:-! counts mono 
titan l r S00 contract growers, who rear 
Perdue chicks with Perdue feed in 
houses built Lo Perdue specification*. 
Perdu* representatives regularly visit 
the contractors to check on the health 
and growth of the birds and ventilation 
and space in the coop. 

Peed became a major part of the busi- 
ness., Initially , Perdue handled commer- 
cial products, but by lUStf he had begun 
mixing his own feed and nrakinp deliv- 
eries with a 15-truck fleet (today there 
an? 1,500 vehicles of all types >. 



Frank Perdue got his start as a mas- 
ter salesman in dealing with WiA conser- 
vative father, which meant having his 
facts straight and his arguments con- 
vincing. He succeeded. Perdue went to 
the banks for Che first time and got a 
fis'e-yrar I hum to build soybean-pnh 
■'^nig [ilar.i Km two years later he 
found himself in Washington arguing 
with r;iffirj[ L ilH of Lhe Area Redevelop- 
ment Administration, a Conunerce De- 
partment agency. A group of Maryland 
businessmen whm wanted to build' a ri- 
val plain had applied to this forerunner 
of the Economic Development Adminis- 





Ouahty control at Perdue Farms ranges from 
examining chicks to overseeing delivery to retailers. 



Continuing research in company leboritoriei is key 
tp Perdue'* goal: growing the btfl chickens tn America. 



dime and drove to town only once a 
week when gasoline was 10 cents a gal- 
lon. Ten years later 30-yearndd Prank 
was. made president of the firm. 

"My father had probably decided hy 
i\m ;inw that 1 wasn't going to destroy 
buninesa, but it was still 10 more 
years before he agreed to borrow mon- 
ey for expansion. For 41 years he hod 
rxj^ndfd only when he could pay with 
cash — his cash, I think hi- frugality 
stemmed from the menniry of his own 
father, who finally paid off all his debt* 
when he was art old man. My father 
never forgot that/* 

The Perdue* focuaed on egg produc- 
tion until 1940, the year they started 
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"Much to my amaze- 
ment, analysis showed 
that my feed mixture wa* 
superior to the top-quality 
commercial feed I was 
handling/ 1 hi- says "S-r 
we built a feed mill in 
195b\ That was a red letter 
day in the history of the 
company because it gave 
tiie farmers confidence in iw," 

Not long after that Frank Perdue be- 
gan thinking uf further expand km. The 
poultry industry on the Dplmnrva Pen* 
insula woe growing dramatically aa 
chicken increased in popularity as a 
food— high protein at comparatively 
modest cost. More and more farmers 
hfsgun ruisintf soybean, a key ingrwli- 
emt in chicken feed, There was a single 
S(]ylK?aN-proce«sing plant mi the penin- 
sula, but there were enough beans for 
another plant;- With some reservations 
Purdue approached his father alio ut the 
project. They would have to borrow 
money— slightly more than half a mil- 
lion dollars. 



iration for a 2->year loan at 11 percent 
interest. "We were paying l.he prevail 
mg interest, and a deal like that meant 
the federal government would he giv- 
ing our competition 150*000/ 1 Prank 
Perdue recalls angrily. 



C 



ongress, he argued, hadn't in 
tended the federal government 
to Lend at such a tow rate mUfiti 
money couldn't be borrowed by conven- 
tional means. AKA bureaucrats w^re 
not sympathetic, am Vvnhv headed for 
Cnpit.iil Hi] I to make his ease. Month 
after month passed r hut he doggedly 
talked to mem hern of Con grew. Finally 
a subcommittee became interested and 
held hearings. It rendered un interpfe- 
tuimn: rongreas hadn't intended that 
nuch loans be made. The AKA beat 
hasty retreat^ and the loan fell through 
-1' learned from that/' Frank PerM* 
■ ZLy.-. "I>#;riii«'rriej will w.ir l t. Hut Hmn' J 
times you have to work like the devil ta 
make it work." 

By ttWiti the finn was at a crossroad* 
It wa* selling H4Hh broiler* a week " 
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processors. Tile inducer} hi those -i.i_v.s 
wan fragmented; only in Maine was 
there any form of integrated produc- 
tion. Perdue concluded that integration 
was the anawer, and the firm bought a 
processing plant from Swift near down- 
town Salisbury. 

The next hurdle was marketing. 
Frank Perdue hit the trail for the lucra- 
tive New York City market- He hired 
an advertising agency and spent 
1130,000 in a year on radio spots. In IBflU 
he doubled the hudgot and Rug^ested 
television . Thcajjency talked him out of 
it. The following year, with a JiaWM) 
ad budget, the first TV ad for Perdue- 
brand ehkrken was on the air. but Per- 
due was dissatisfied. After a long 
search he hired the small finn of Scaii, 
MeCabe & Slovea. which Urged him til 
go more heavily into televi- 
sion. The budget that year 
was £irj0,(KXJ. Currently the 
budget is up ill the millions— 
I cent a pound is allocated to 
advertising. 

The agency suggested that 
Frank Perdue do the com- 
mercials, "Wait a minute/' 
laid Perdue, whose voice la 
aometime$ squeaky and 
jump? an octave on the last 
word in a sentence. "I've nev 
>-r - liiiiM anyiliiiipi \ih< this U- 
fore, I never was in a school play or 
took dramatics/' 

He was told he would dc fine. No 
acting would he needed — the commer- 
ce bii would feature Frank Perdue. 

A crew came to Salisbury to Elm the 
firat commercial. The setting waa a riv- 
erbank with Perdue ostensibly having & 
picnic undvr a willow tree. After e\ i «• I 
ling the virtues of tender Perdue birch. 
Perdue was to take a bite of a drum- 
stick. The crew brought chicken from a 
nearby carryout. After numerous re- 
takes, Perdue tired of cold fried chick- 
A fresh bucket nf drumsticks was 



television pitch that concludes. "It 
taken a tough man to make a lender 
chicken." They pay a premium for what 
the commercials insist is a quality bird. 

"I have probably six or seven times 
imirt' ipwlily-cnntml pfoph- than any- 
one else/' Perdue says. What does this 
accomplish? "Consistency," he say*. 
"That ia what quality is all about." Prn 
vlding il quality product mean* control- 
ling ill aspects of the chicken through 
its relatively short life cycle — 19 days 
fpr broilers. f*B days for larger birds. 

But the story doesn't end there in 
this highly competitive industry. Both 
Frank Perdue :uid President Don Mane 
emphasize the importance of fully into- 
^rnU:i\ r[^r.LV,m^ to profits, which av 
eragf between 3 and 2 cents a pound 
before taxes. So, like other proceasnni, 



1 want the company 
to grow, but I want my 
people to be comfortable 
in that growth. You can 
grow too fast" 



en 

brought in. They shot the Final take 
Tim rain,Ta topped after Frank look a 
bite of hot chicken. Bui the sound was 
still on to record hie incredulous "Hey, 
that'a good!" 

They took that line and used it as ti 
carryover;" Pfertue says, "The commer- 
cial won priies that year for the best 
commercial under 60 seconds Since 
then Pve done about 75 television com- 
mercials, tmd this ha* established us in 
the public's mind. We have won count- 
less awards." 

|S NEW YORK CITY. wb^re Perdue now 
I has Over 30 percent of the market, 
I he is aometfanei mistaken for Mayor 
Edward Koch. A recent Wall Street 
Journal article noted that Koch looka si 
li jL like Frank Perdue. 

Chicken lovers tn New York, Boston. 
Philadelphia, Baltimore, Washington 
and Hirhnnwd are familiar with the 
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the comuunv uses everything hut the 
cluck. Hearts, feet, entrails and Mat 
scraps are hauled by Ptrrdue trucks to 
the company's rendering pHanLs, where 
they \in- rooked and reduced tn int^l 
and fat— which is fed to the chicken*. 
Feathers, hitfh in protein, are cooked 
nud peiletixed ;uiri sold to livestock f-yd 
I Tndueer/ 

Frank Perdue says his thickens ent & 
lot better than Home people. His feed 
has 1 ,30ft calories per pound; it takes 2 
pound* of feed tn pn>dure 1 pound of 
chicken meoL The special blend is |>ri^ 
madly yellow corn and soybean meal, 
plua other m gradient*, including mari- 
gold petals. The yellow corn iitid the 
flower' a xanthophyll account for Per- 
due chickens* yellow *km> "A pal* 
chicken," Perdue arty*, "fa not a healthy 
chicken." 
Where does he go from here? 
"I'm arobltiou*/' Perdue says, 
want the company to fprow, but I want 
my people to be comfortable in tha^ 
Ifrowth. You can rtow too fast/ 1 

He *ny& he learned that tesnon in tlie 
tnid-ISOs when he expanded hift contract 
raiser projrram. Chickena glutted the 
market, and "it,w*a killing ua." That 
was one fnctor that prompted Perdue to 
buy processing plants, 

Whether thr firm grow* larger of 
not, Prank t'urdlae wif! always have *n 
ubseaaion: 'To grow the be»t chickfifl* 
in America That^ my thing/* 

This »?u|Mtn:}iickeri tn well on its way- 
Ffjr ->ver U) yearsi the original fiunhin^' 

nation s mmmiam * auouat t*^ 



OUR WATERS ARENT JUST 

Tourism *snH the only booming industry in M rami -Dade- 
The Port of Miami is not only the largest cruise port In 
the worfd, more importantly it boasb the- most frequent 
cargo sailings in the Americas. And to make our shipping 
even faster, out won to be completed container com pie* 
will be the largest in I he Southeastern United States. 

Ourairports arc also booming. Miami International has 
more airlines (80) offering scheduled setw.e than any 
other U.S. airport. In the past five years, our international 
arrivals have grown a giant 20% a /ear with 70% of last 



ISED FOR MATER SPORTS. 

year s tonnage being international. 

We aJ^o deliver incentives for industry Our privately 
owned free Trade Zone is the Ingest in the world. 

Our reputation goes beyond shipping and atr transport . 
Miami is one of the foremost banking capitals in the world. 

Where m the world can you move your business? 
Move it where business moves. Miami Dade County, 

For further information write: Sandy Livingston. 
Miami-Dade County, Box 503, 2895 Biscay ne Blvd., 
Miami, Fia. 33 137 : or call (305) 350-7713. 
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made American industry great! 



The exiting industrial 
growth period of our 
nation is covered in 
this now book from (ho 
Smithsonian Institu- 
tion and the U.S. 
Chamber. 

During the 1970s- 
with declines in the 
productivity growth 
rate and increasing 
government regula- 
tion of business — 
many Americans lost 
sight of the economic 
principles and prac- 
tices that made our 
nation the world s 
unchallenged rnanu- 
tactunng leader Now there's a renewed vitality to rebuild 
the business environment and the can-do spirit that 
once helped America become the workshop of industrial 
genius 

Yankee Enterprise is the first single volume to explore 
the many aspects of the rise of modern American industry 
, . , teJhng why dramatic advances happened here and not 
in other industrial nations This topic was the subject of a 
Smithsonian Institution symposium cosponsored by the 
U S Chamber The essays presented have now been 
assembled m a tasc mating 300-page paperbound book, 
Yankee Enterprise, with 48 vintage illustrations 

It s a must for every business library and for ihe 
bookshelves ol business leaders like you 1 




Chimber of Comme^e of ma U.S., P.O. Bom f 14, Kensington, M02G7&5 
Ynrifcee EnioiprisB ;5? t-S48J, EcfrEod by SmiTM^niAfi Luxates OrLo Mfiyi :|nd 
Robert C Post; preface hv US Chamber Presrdenf Or Richard L Lasher 
Pi&aea send copies al tt» 95 inuc h . i □ or more copies, >a.50 *acri 



i M»H#of*tclii phobia 1» CnwnbiK CommMfM at ip* U 3 
* $t Gomroon- md CMftornim rm*Ht$i*% *ta jpprupn ■[# ul*i tu ) 



Clip V*T* ; z 



Lion of Whita Hock and Com is h has 
grown more meaty met tender through 
genetics und nutrition, in each genera- 
tion ID percent of the finest are set 
aside as breeding stock. Perdue has en- 
flowed research at universities and has 
established his own research farms ami 
laboratories. 

"IVe learned the hard way thut if 
you are going to be gucee&if Lit in busi- 
ness, you must have people who know 
l I'M buwiic-ss and have experience/' he 
says. ''And today you need experts." 

On his staff are veterinarian*, micro- 
biologists and nutritionists who man a 
pathological lab, an analytical lab and a 
fat lab. 

"I'm a firm believer in puiLing ni<Ki**y 
into research/' he says. '"Without re- 
search I can't maintain my position in 
the industry " 

G ROWTH, PEfiDUE, httfl QJh 

ah led liiu firm to uLt.ract top sci- 
entific and management talent, 
but he still puis a premium on work 
habit*. And. that mean* working Long 
and 1,1 r ! 

Mabe confirms Perdue "8 penehant for 
long hours. Perdue used to regularly 
rati him at 1 a.m. to Lei I him how things 
were going In the selling end. 

fcJ So I adjusted," Mabc says. "After 
supper I would set the alarm for 1 
u 'clock and take a nap until then." 

Perdue acknowledges he has slowed 
i Sawn in recent yeartk "[ thnik I've 
oamed it," he says, recalling 15- hour 
i Jays a] id seven-day weeks. To Lin* &dy 
he gets by comfortably da three to four 
hours' sleep. 

Long hours, however, arc not 
enough, Perdue says, "You not only 
have to work hard, you have* u* work 
smart You have to u*e your head and 
make your *leu* counL To be success- 
fill, ynu have to tie thdrough." And so 
he doubts he will ever retire "VWk * 
my avocation/' he naya. 

When Perdue is nol workiriK.be liken 
to relax by playing tennis or soaking up 
Lhe !vun. lie ownj; condom miumn in 
Ocean City, Md_, and St. Maarten in the 
Caribbean. 

There are some forecasts that poul- 
try will supplant beef aa the major 
source of Americans' animal protein by 
1Mb. Prank Perdue would like to he the 
provider of a chicken in every put, hut 
i\i\:h growth cannot compromise his in- 
dependence. He explains: 

"Today, nn buyer lakes more than 6 
fuel-cent of our output 1 don't want snv 
one to have much more, say 20 pert 
Then he could put the wood to me." 

Perdue may be planning to put some 
form of the wood toothers, however, Jn 
Quecrm. N.Y., he is now tattling ii P*f" 
due C tin: ken Kentaurant. 
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Federal science policy under 
George A. Key worth II; 
White House aclsnce adviser, 
emphasises bolstering defense 
research end alimutttlng 
Industrial Innovation. 



The New 
Climate 
For 
Science 
Programs 

The top federal 
scientist is changing 
the priorities of his 
office, and industry 
could benefit. 

By Tony Velocei 



AS PRESIDENTIAL science ndvUflr, 
I George A. Key worth tl faces* 
KftJl major challenge* a* finding way* 
tfJ Htrenftthuji the curnpetitivon^ss at 
American industry on the world mar- 
ket 

But he alfro has a broader goal — ere- 
Hr 'r*£ a different phLloaophKnl Him&(e 
llj *hii:h h- 4in i J In* n ilk-ague* in sci 
knee can confront the complex prim- 
s mtH [hey art expected tik solve. 

And that c limbic, umurpriaingly. wp- 
Pears to be very much lik>- Lhr- nne f W- 
*knt Reagan envisions for the federal 
government in general. 
. Key worth aays such uri envirunrnent 
* mart* conducive to the success of his 
misw ^n-^fi?terniinin(f how to spur inno- 




vation mad productivity in the private 
sector. 

Keyworth. who is director of the Of- 
finp nf Science and Technology Policy 
as well as White House science advtser. 
report* Lhat he— 

a Favors an economic and regulatory 
climate t.h ut will eneouraiffl transfer of 
new technology from Laboratory to In- 
dustry, 

• Ifc pushing for fe-1iT.ll blHHUl 

tng on defence research,, such a* devel- 
opment of Li miMHkle air defence system 

• Plans to focus more em bask re- 
search instead of demonstration proj- 
eetA for the products litkI pmcum** 
evolving from basic research. 

• Is establishing a better system to 
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assign priorities for allocating fund*. 

On the question of assisting priori- 
ties, Keyworth says that in the past 
" there was a tendency to add resource* 
to the best research ureas hut not to 
take money away f mm I era productive 

Healing with the application of tech- 
nology to specific problems confronting 
i"oun[ ry is. Keywurth cuni.vile*, 
somewhat of a change frtim his previ 
oufl job — head of the physics division at 
iht* U>m Alamu* Scientific laboratory 
Tti^, lie rer-ahs, hir> objective was •? im- 
ply the advancement of the broad fron- 
tier* of V.u-ukite- 

"I didn't understand." he *,&y*. "that 
wo were advancing those frontier! to 

m 





made American industry great! 



The exciting industrial 
growth period of our 
nation is covered in 
this new book from the 
Smithsonian Institu- 
tion and the U.S. 
Chamber 

During me 1970s- 
with declines in the 
productivity growth 
rate and increasing 
government reguto- 
tion of business- 
many Americans lost 
sight ol the economic 
principles and prac- 
tices that made our 
nation the world's 
unchallenged manu- 
facturing leader Now there $ a renewed vitality to rebuild 
the business environment and the can-do spirit lhat 
once helped America become the workshop of industrial 
gensus 

Yankee Enterprise is the first single volume to explore 
the many aspects of the rise of modern American industry 

lelhng why dramatic advances happened here and not 
In other industrial nations. This topic was the subject of a 
Smithsonian Institution symposium cosponsored by the 
U.S. Chamber The essays presented have now been 
assembled in a fascinating 300-page paperPound book. 
Yankee Enterprise, wrth 48 vintage illustrations 

Its a must for every business library, andfof the 
bookshelves of business leaders like yout 




Cftamtwrot Commerce of ifw U S , P.O Box I t4 r Kensington. MfJ 20795 
YankM Enterprise (*654&) Edited by Smilhsontan curators Otlo Miyr and 
Robert C Post, preface by U.S. Ctiimber Rra*ident Dr Richard I Lesher 
Ple;i se sond cup-ies at Sft 95 each; 1 □ or m □ re copies, 16-50 each 
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Lion of White Bock And Cornish has 
grown more meaty and Lender through 
genetics and nutrition. In each genera- 
tion 10 percent of the finest are set 
aside as breeding stock. Perdue ha* en- 
dowed research at universities anil h&A 
established hie own research farms and 

*Tyc learned the hard way thai if 
you are going to be successful in busi- 
ness* you must have people who know 
the business and have experience/' he 
says, "And today you need experts." 

On his staff are veterinarians, micro- 
biologists af ld nutritionists who man a 
pit th til i^ical lab, an analytical uiti hu-I h 
fat lab. 

'Tm a firm believer in putting money 
into research," he says. "Without re- 
search I can't main tain my ixjsjtian in 
the industry." 

^^Hfjw-m 4 says ramus, has en- 
■ h LLbled his finn W attract top tot 
\^ enufii; ar>d management talent, 

hill hr ntiM -i |.r.'MiHLi3, ml work 

hiihttn. A ii i.l that means working long 
unrl hard 

\|;du : rr infirm^ iVnim-'s fivnehrinl lor 
lung hour*. FVrdue Lined to regularly 
call him tit I a.m. to tell him how things 
were going in the selling end. 

"So I adjusted. Mnhe *aya, "After 
iUj>ner 1 would set the alarm fur 1 
o'clock and take a nap until then/ 1 

Perdue aeknow ledges he has slowed 
down in recent years. "I ihink I've 
earned it, 1 * he says ( recalling 15-hour 
days and seven-day weeks. To this day 
he gets by comfortably on three to four 
hours' sleep. 

Long hours, however, are not 
enough. Perdue says. "You nut only 
have to work hard, you I nut- tu work 
smart. You have tu use your head nnd 
make your steps count To be success- 
ful, you ]uw lo In- thorough." And no 
he doubt* he will ever retire. "Work is 
my avocation/ 1 be says. 

When Perdue is nut working, he like* 
to relax by playing tennis or uonking up 
the sun. He uwiss condominiums in 
Ocean City; Md., and St. Maarten in the 
Caribbean. 

tbM are somtt forecasts uhat poul- 
try will supplant beiff as the major 
source (if Americans' animal protein by 
UW". Frank Penhu: would like lobe Lhe 
provider of a chicken in every pot, but 
*uch growth cannot compromise his ill - 
dt> pendens. He explains: 

"Today, no buyer lakes more than & 
percent of our output. I don't want any- 
one to hav*> much mare nay 3* [h-to-ii*- 
Then hi could put the wood to me." 

Perdue mny he planning to put soro*? 
farm of the wood to cithers, however. In 
Queens, NX, he is now testing a Per- 
due Chicken Restaurant. ° 

MMl To order reprint* of ( hit 

ESS article, nw pa#e -12. 
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Federal science policy urvds^ 
Gaorga A. Keyworth II, 
WhH# Rous* science adviser, 
tf mphasLzcJs bolstering defense 
research and itimutsnng 
industrial Innovation. 



The New 
Climate 
For 

Science 
Programs 

The top federal 
scientist is changing 
the priorities of his 
office, and industry 
could benefit. 

By Tony Velocci 



AS presidential Ncienre udviaer, 
I George A. Key worth II faces 
*tieh major challenges a* Finding way* 
strengthen the mmpetitiveiWflS of 
Jtwrican indiajFtry on the world mar 

But :i].«o has it hmEider goal—ere- 
fUnjf I different philosophical climate 
^ which hf and his colleague* in *ci 
j^ee can confront the rumples prob- 
* v tt\u they are expert In wive 

Aml thai climate, unsurprisingly, ip» 
P^flfs to be very mui:h like the one Pre*- 
■dciu Keagan envisions for the federal 
Ruveriinnjjit in geJieral- 

Key worth says such an environ men I 
^ mure conducive to Lhe success of his 
mission — dele miming how to spur inno- 



vation itnd productivity in rrn- privan- 
aector. 

Key worth, who is director at the Of- 
fice of Science and Technology Policy 
as well u White House science adviser, 
mports that he— 

• Favors an economic and regulatory 
climate that will encourage transfer of 
new technology from laboratory to in 
dustry, 

• Is pushing for more federal spend- 
ing on defense research, such as devel- 
opment of a missile air defense system 

■ Plans 1 1 j fi.i'LJh innri' on haaic re* 
search instead of denwiatratinn proj- 
ect* for the product* and processes 
evolving from basic research, 

• U establishing a hetmr system to 
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assign priorities for allocating fundi. 

On the question of ass inning priori- 
ties, Key worth says that in the past 
"there was * tendency to add resources 
to the best research areas but not to 
take money away from less productive 
areas/ 1 

Dealing with the application of tech* 
sjolojry Ui specific problem* nm fronting 
the country is, Keyworth concertos, 
somewhat of a change from his previ- 
ous jab— head of the physics division at 
the Ijos Alamos Scientific laboratory. 
There, he recalls, his objective was aim* 
ply Lhe advancement of the broad fron- 
tier* of knowledge. 

"I didn't understand/ 1 be says, "that 
we wt^re advancing those frontier* to 
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Tax credit* and other Incentives 
are expected fo spur Industry 
to spend more on new i*ehr>ology. 
Here, 0 General Electric ro&ot 
oeta a TV earner a for an "eye/" 

Tne major share of f#cEeni n*D 
spending fcn fiscal 19*3 wilt 
ii-elp improve Amertca's. ftgniJng 
edge with iy stems like this 
■Jght far an antitank missile. 




raake America a better place Ln which 
to tjve/' 

"(hie frontier od which he is active 
today invoke* high-technology compa- 
ring, such as those producing semicon- 
ductors. "From exports, to employment, 
these industries hold the greatest long- 
term promise for America/' he says* 

The problem p he explains, is the slow 
pace of innovation, He puts part of the 
blame oil i^v*mment disincentives, 
such as counterproductive regulations, 
and on economic uncertainty, which has 
discouraged long -term eaprt&] mveat- 
ment and risk taking. 

Keyworth also points an accusing fin- 
ger at the scientific community. 
tends Co impede the transfer of knowl- 
edge from the lab to the marketplace/' 
ho says. The attitude is that profit* 
are a base incentive*" 

Industry, he continues, has not 
stressed market development "We Lag 
m developing and usmff the advanced 
process** by which competitive goods 
are: produced, " hit gays* 

Business leaders respond that gov- 
eminent, too, has a responsibility, and 
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they assign three tasks to KeywnrttTs 
office. One is to interpret for the Presi- 
dent the techno I ojfical considerations 
that affect major issues, such as eco- 
nomic policy. 

The ft+x-ond is to promote cooperation 
among govern ment, industry ami aca- 
deniiik — something Keyworth says he it 
already doing. He regularly visits bns> 
nes# leaders and invites them to Wash- 
ington to obtain thdr input "Kevworlh 
is doing a good job of getting around 
and talking to people," says Edward E. 
havid, president of Llxxon H^t-arch * 
tngineeriog Company and science ad- 
viser Co President Nixon. 

THE third, and perhaps most impor- 
tant, way government cwi help is to 
encourage innovation. "The problem of 
lagging productivity and innovation is 
not technological in origin/' says 
George P. Mechlin, Westinghouse Elec- 
tric Corporation's vice president of re- 
Heikrch and development J The biggest 
deterrent in undernourished capital for- 
mation/ 1 

Working through the legislative and, 



to a JeSfcer extent judicial processed, 
s administration has already taken 
steps to stimulate investment in RA1* 
and new plants, Keyworth had a hand 
in those measures, and that Lh how the 
Off lev of ScUmce ami Technology Poli- 
cy most directly influences industry 
and its future. 

An example: The Economic Recovery 
Tux Act of 11*81 allows a 25 percent tax 
credit on incremental, noncapital re- 
search and development expenditures- 
Mureuver, "tit- Law has cu! the period 
for depreciation of all RM) equipment 
from 12 years to three, It atari allows a 
higher fhulucLioii for research equip- 
ment donated by industry to universr 

Jf those incentives have nut yet borne 
fruit, &ay ailjiiinihtration and congr**" 
sional sources, it's because interest 
rates have dampened their impact. 

Another example: A ettw policy fm'ili- 
tales transfer of patents developed un- 
der federally sponsored research, This 
is expected to encourage interest in the 
application of ideas developed in non- 
profit institutions. 

Reyworth in promoting new legisl*" 
iii.Ni. u*»w working it* way through Con- 
i r v*->* t In the House, a bill that would 
act aside about 1 percent of the federai 
H&U budget for small busmen it has the 
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Thgf 9 ^ay 10 t ekJugs the time you 
apund in me air on ine road, (n hotels 
and mcrials, and all If appear parson ANy 
end vividly helot* yttur out -of -town 
coFle&rjues and employees. 

The way is JVC Video PUt you? 
OTJSflntetJOns on compact JVC Video- 
ca&iselta*; and fat thorn do the i raining 
iNEitoao of you Jt'Nag doesnlaftoct 
them, and they Cftfl 6e >n rnany pfaces 




at once, so everyor*e in the company 
can gel your rrtesuage right whim you 
wan I rhsm lo 

And ycu'H fmo that it's an effective 
way to gut that message acros& Tete- 
vrr.ion &rrjc%' >. medium People rotate 
to ihey !*ke to walch TV 

JVC the company ih-jl :; hur <l 
CHismas on Business, has everything 
your company needs lo get inly wdeo 
at ihe nroleraaonai level And JVC H s 
Profasaional Video Dealer are peopte 
with experience in hoping companies 
do just Ih&t The lime you spend wilr 
rhem be repaid many rimes m the 
travel tiro* they'll heip you 
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support of more than 20fi mtrmbunL 
Called the Small Business In notation 
Act, it is similar to u Senate hill parsed 
laat December. 

Another area receiving attention is 
antitrust policy. Keyworth's goal here 
m to achieve more industrywide cwper- 
live research. Bills- encouraging jumt 
R&D by U.S. h^gh-techiMilogy firms 
were recently introduced in both house* 
of Congrtiui ami have strong hiiiarltMih 
support 

'Thta legislation, if passed into t*w, 
wau]d reduce duplicate research effort* 
and make better use of the nation's 
short supply of iamtfffa talent and 



capital resources," says Peter F. Mc- 
Ck>skey r president of the Electronic In- 
dustries AHsociation. 

Industry already accounts for nearly 
half of all RAO expendi Lures in the 
r ruled States. "It 15 the most dynamic 
element in the nation's overall R&D ef- 
fort," says Keyw€rtti. 

Om THE PAST five years, industry's 
Wpport for R&D ha* almost dou- 
hied, from S17.4 biiifan in to an 
estimated $38,9 billion in 198 L Federal 
investment in R&D has tfrown more 
itwfr from SlO.y billion to S32 0 bih 
lion, and in 13t$0 private-sector funding 
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MrT'a Jerome B, Wfcesner impacts the 
Office Science and Technology Policy 
kt not 03 eHeciive as it ghguFd be. 



exceeded federa] funding for the first 
lime. 

TV combined figunrft far lttfil re p re- 
petit £-37 percent of the gross national 
product, up fri'Mi 2>27 percent in 1976. 
Thi5 year's figure should show striotFfc- 
er Hue* 

Although the Office of Science and 
Technology Policy generally receives 
hifth murks r nol eyeryone in tutivinced 
uf iLs eummitment to its mission. 

Al There hjw not been an obvious rec- 
ognitji-i. iii el»- Whin- H^uwe thai nci 
en«» in a mnjar source of stilutkms to 
many problem^ tike reducii]^ the 
of health care/ 1 charge* Sen. Harrison 
Seiimilt iR-N.M.l it former nitlronsbUt- 
And accordtCK to the Aeroa|]iii:e Tndu^- 
tries Afisociation ol Amenea, "The 
United States has no loiiK-r&nse polity 
for research and development, ianow 
tion and technology/' 

Such statements irk K«yworth. 
44 F«dcml scienco policy t& very 
clear/ s he sayfl. "Unfortunately, our 
policy uf nut intern nintf in the |>rivaU k 
wt-lut k frtKiUfjitly perceived i& the 
luck of it So[i^ 1 .1 n Lfi K&D plan. Nnth- 
inj^ could be further fnm ihe truth." 

Hi'^ideft, ht- poinlA out, espensfitureft 
for basic research will tfrow from 
billon ir» Huh fisml vear 1o luShnn 
in maA 'Si ToUl Meral outlay n for 
R&D wiJL inereiiwe from S4U 4 billion to 
$44.3 billion— a 9 percent jump. 

The Office of Scienc* and Technology 
Policy waj rwnted in 1*T"? at the n com- 
nurinjution of PreHiident Kurd; the j*m of 
White House wai'"- udvus^r pws hHck 
to President tiffenhi>wer A.^ ncience »d- 
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vis*i\ Keyworth repurtB t« Lht Presi- 
dent. But as director of the Office of 
Science and Technology Policy, he t& 
*Im ftcctiiiritubk' m Congress. 

Although Keyworth has direct access 
to President KVagEin an tut o^needed 
basis, his normal chimin? L of commum- 
ealiiMi is IhrimjrSi iT^skleiiTtkl cuunselor 
Edwin frieze, vrith whom he meet* 
twicer a wihsL 

Reporting to Keyworth are a deputy 
*nd five iksaifttiint directors for five 
fields: intern a Li on a I affairs life aci- 
etttefti ejiergjf and natuml pe»oiirceB K 
basic ms^reh and defence education, 
i' l' :- finri national security. 

In addition, a White House Science 
Council formed by Keyworth udtirp&ftes 
specific issue s that he assigns. Current* 
ly the council is aueasing the future of 
the U.S. space program iiinj the private 
lector's role- in it. Other studies focus 
on neroniiuti^t R&D and future mili- 
tJiry technologies, 

Sfo of the council^ II membera lire 
busing leaders; its chairman ia Solo- 
fTion J. Ruchtthaurn, t-K*>niJUVf vier |jjvs.- 
jdent of Bell Laboratories. The strong 
industry representation pleases bush 



OWer and Wiser 

George A. ""Juy" Keyworth hud 
no expectation of ever coming to 
Wanliingion. His labor of love 
was pure science at Alamos, 
the prc$ctipuifs govern mi?nt labo- 
ratory in New Mexico Bui his ap- 
pointment an director of the 
Office of Science and Technology 
Policy and science iidviser at the 
White House h\ih r hanged that- "I 
b» thte as a four-year commit- 
metit for which I am willing to 
sacrifice everything/' he suyji. 

After <>;irnm£ phyHir'i degreeit 
fr>*m Yalf: [ktnl Duke, Keyworth 
joined Lns Alnmos in l r JHH and 
within six years achieved a break- 
through in nuclear ftss Ion. He ha* 
received international recognition 
fdr hta contributions in weapons 
phyHicH. A I Uih AlamoH hi* direct- 
ed several hundred scientists 
Pilose work runted from suitru 
physicw to satellite ha^ed vfrifica- 
tkih of nuclear teat-ban treatieti. 

Keyworth. 4i tdla friends that 
he him aged I* yeans since h<- 
Cfl.tne tu WashuiHton—hut nut be* 
cftusc i>f the physical toll of htH 
Mi* It s hLs new perftpt-ctive on 
acienlifir inquiry that makes him 
fcef older and wiser. "Tve learned 
^hat'a important to the country," 
he says, the strength* and weak- 
[iti&ses of our government — and 

of fret on my life." 



ness. Says HoEand W. Schmitl, senior 
vice president of corporate R&D at 
General Electric, "They are addre&smg 
relevant and important issues/' 

How effective is the Office of Science 
and Technology Policy? 

Mot very- says Jerome B, Wienner, 
president emeritus of the Massachu- 
setts Institute of Technology and a sci- 
ence adviser to President Kennedy. 
W icsner believes that the commonality 
of views in the Reagan administration, 
including Keyworth office, diminish en 
effectiveness. "President Kennedy 
wanted the widest possible spectrum of 
opinion.* from which to choose, and I 



was frequently in the minority." he re- 
calls. "Today, lhafs a wav to get your- 
self fired 

But Wiesner seems to be in the mi- 
nfirity atffl. Rep Don FUqua {LVFla), 
chairman uf the Hawse Committee on 
Science and Technology, speaks for 
many in Congress, business and acide- 
mia when he given Keyworth a vote of 
confidence; 

^Keyworth has the credibility he 
needs tn perform his job. The country is 
better off with the office. And it seems 
clear that iE* importance as a catalyst 
for the application of science and tech- 
11 n logy wilt only expand-" 
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Why Unions Lose At 
Many Companies 



As A roRTEH at the Ohio 
k plant, drawing mini- 
mum wage and marginal 
benefits, he seemed a sure 
vote fur organising a 
union. Yet when the elec- 
tion was held, he voted no. 
Asked why, he told how 
a company vice president 
always stopped to talk Co 
hini when louring the 
plant to ask about has fam* 
By and about bm boy in 
high school. 

That's a story Harold 
Hoffman like* LO tell his 
clients. Hoffman is an at- 
torney with Grotta, Clans- 
man & Hoffman, a Si?w 
Jersey-based law firm 
specializing in labor rela- 
tions for employers. 

The porter had nothing 
to lose by voting for a 
union," Hoffman says. 
"But he believed the com- 
pany cared for him." 

An argument might be 
made that if the company 
really did care, it should 
have boosted the jrarter'fi 
pay and benefit*. Hoff- 
man says that is mi&smir 
the point <rf the story The 
point, be tells cheius, is 
"eomm u ni eating— that's 
what it's afl about." 

Hoffman, who has been 
counseling management 
on employe relations for 
30 yeaj^ g Ib only one of a 
growing cadre of consul- 
tants espousing a lino of 
alternating cumnt between manage- 
ment and workers. The goal, quite 
bluntly* is to start-circuit unions, to 
keep organized labor from becoming an 
interlocutor in the affairs of one's com* 
pany. 

Some larpfe and successful firms got 
Huffman's point long ago. IBM is a 
good esampie. 

Since its founding in 1SJN, it haa cum- 
miinkated a& well that not one of its 
urn piny?* \tiv ev+>r rurn^i a union curd. 
says an IBM spokesman. And he cunt 
recall any recent attempts to unionize 
r hi- 2n7,<HHj r .S einplo>vfi of the gmnt 
ctirponition. 

What is IBM's formula" The 4 pokes- 




Be common ic.iviofi M-c-tween mina^pm^nf and employes is Shi* 
b«BT intldota lo unions, says tutor niiamcy Harold Hoflman. 



man proudly reels off four main points: 
"At IBM we have a belief in and a 
nnpecL for the dignity of the individual. 
Second, we have a full-employment tra- 
dition: Since the Depression no one at 
IBM has lost an hour's work because of 
layoff. 

"In addition, we think IBM's compen- 
sation and benefit plans can match any- 
body's in the industry. 

"And then there is the emphasis on 
good two- way communication." 

Few firms have more finely honed 
conduits for communication between 
management and employes than IBM. 

The curpo ration encourage and 
schedules meetings between the two— 



one-on-one, by depart - 
rnent* by division, whatev- 
er the situation calls for 

Ever)' IS months a sur- 
vey ferrets out opinion* of 
workers on company 
plana and policies. 

Then there ta the 
"Speak Up" program, a 
confidential channel that 
for 28 years has flowed 
with employes' written 
suggestions and criti- 
cisms. Each letter goes 
from employe to program 
coordinator to department 
manager; when it is acted 
upon, it make* the return 
trip so that the employe is 
satisfied that hits memo 
got a hearing and* if wor- 
thy< action. 

Thomas Watson, Sr+« 
IBM's founder, would 
have approved. "Speak 
Up" is ao extension of ibe 
i >[.*■!, h.K.r" ; i.N,'y thai 
hi? inaugurated GK years 
ago and that still func- 
tions, The door of every 
manager, even the chief 
executive officer, is ojwn 
to any employe with a 
complaint 

One would think * 
CEOs office could gut 
ruther crowded some days 
in such » large corpora- 
tion as IBM. But figures 
BU£gesl that congestion is 
mDre likely in the office of 
the small company horn. 
Thf figures come front 
William N, Cooke, chairman of the in- 
dustrial relation* program at Purdue 
University's Krannurl Graduate School 
uf Management. Cooke recentU pub 
Iwhed a study of SjHMf union ctrlificii- 
tion election* in 1979 It ahoww that in 
firms with fewer than 20 employes, 
about 56 percent of the workers votad 
for union representation, and the 
onions won 53 percent of elections. 

But in groups of 100 to 499 workers. 
42 percent voted for representation, 
and unions won only 27 percent of the 
elections. 

What is Cooke's explanation? "Peer 
pressure , . . group dynamics" are * fc 
work in ihv smaller wnpante^, he s|H3C- 
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ulaten. In other words, according to la- 
bor consultants, instead of organizing 
workers 1111.0 :i i-ompany lemn, manage 
nient has stood aside in many cases and 
Permitted union leaders lo organize a 
separate anil opposing toarn. 

Cooke's study revealed thttt some 
managers have discovered one tech- 
nique 10 thwart urtjon organising: de- 
lay, Ji By delaying a union c tec Lion, 
*miplnyerH have been able to reduce the 
number of workers voting for union 
^■presentation by 3 percent and the 
union's probability of winning by about 
5 percent,'' he suiya. Postponing an elec- 
tion tfivea an employer more time to 
campaign actively against a union, ac- 
cording to Cooke, 

M Employ Mm also may beat unions to 
the punch and petition die National La- 
bor Relatione Board for an election/' 
lutes (."ooke " Employers do ini-; jf r hey 
believe the union may not yet have 
enough support from workers? and will 
]i»e." Tti^ professor says the union lost 
in almost all of the employer-petitioned 
Sections that he has .studied. 



B 



the targe electronics firm neiir fhiesLgo, 
docs that very well 

"Employes are encouraged lo attend 
regular meetings of our [>urtirjp;itivr: 
management program/ 1 says Vice 
President Ralph Eisner, "to discuss 
wnys to reduce costs in id improve 'juab* 
ty and delivery ached ules to better 
serve our custume^fl. ,, Participants 
share any coat saving*. 

'Tt U not an abdication by manage- 
ment of all authority and rt^ponHibility 
for decision a/' Eisner sava. ''it is not 



to voice a grievance. The corporation 
also helps advance an employe's career 
by rewarding continued dedication and 
loyalty with job security and extra 
benefits, 

As for the bread-and-butter issue i 
Motorola has stayed ahead of organised 
labor by paying its workers 
belter waged than other 
firm* in Ha market 

Bui there is ttfD * J 9J ^ 
more Lu getting the 
'"group dynamics 1 




|UT there are more obvioun rea- 
sons that 80 percent of the work 
force in this country remains nonunion. 

Ronald BrrernVim. senior research 
UAnci&te at the Conference Board, a 
''hi ph. fir 1, 1 j. ..im n-.-iLh-h group in 
?• *w York, cites the bread-and-butter 
j****^ "Unions for years have limited 
Iheir j -j 1 1.* L to Lhih i*j>mi [wages und 
benefits.]/' he ^ays, "and as manage- 
ment mure and more address iliLs i.e. 
R ne, the union's influence diminishes,' 1 
. And as mo-re employers pay competi- 
tw* wages and offer crimp*:tim>- , x i ri 
wneflui, still another factor m being 
Seized upon by management, according 
^ Washington labor relations at lenity 
Robert Thompson: Many workers have 
moved up in the world financially. 

"A large chunk of ]abor now is a vast 
Middle cUw and does not hold the same 
**wa us the labor leadership in this 
^tjntry.' 1 he says. 

This middle class does, however, 
■mare many of management's con- 
^rns— taxes, inflation, government 
g*nwg» high interest rates. Labor re- 
^101^ consultant* to business are urg- 
■*g tiieir clients Cm take nd vantage of 

i[ rsew philosophical atiffnment. 
ik 1 ' fl bringing employes into 

w e decnkin-iHaking process. Motorola, 

N *Tlf>N*S BUSINESS ■ AUCJUST l»ft* 
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Voting Out the Union . * , 

Vtotten am celling lor moce 
1 doovrilficaaon (flections to ite- 
' ck*o urtwther they wHI corrhrnjc 
to bo fefprftsofiled by a 
^sssssssi um»n And in noil 
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turning the show OW to thi? workers. 
And it is not total denwrucy with vole* 
taken before any decision can be imple- 
mented, But neither lp it c timing the 
screws to push workers Uj produce 
more." 

True, participation in management is 
a relatively new role fnr most em- 
ploye*. That may expt&in in part 
Klsoer"* '>piokon thai employe ij-u^c m 
management difficult to attain 

"When management is atem, paren- 
iSkl and authdcilatiive, change is often 
viewed with distrust he frays . "Man- 
agement needs 10 demQQAtrate tta wflt 
in^ne^f to change and its ability to 

I. ike EHM. Motorola works harti al an 
ope»4oor policy that enables employes 



cited by researcher Cooke to favor iruwr- 
agement rather than unions, the ex- 
perts say. A facet shows up in polls 
Motorola took to leam what its em- 
ployes wanted from their job*. 

The results: first full Appreciation 
for work done; second, feeling a part of 
the company; third, under? landing by 
management of personal problems. 

Managers at Motorola and IBM — and 
At Federal Express, Hoffmann -La 
Roche, Texas Instruments and many 
other companies whose employes am 
not unionited— are not surprised by 
such poll result*. 

To tbwn r the old saw remains starkly 
accurate; "Any company that gets ■ 
union needs a union/ O 

— Dol Marih 



It is implicit in our conception of jus- 
tice that lego] claims should be dealt 
with fairly, in the shortest possible 
time, at the leaai possible expense and 
with minimum aires* on the purtn-i- 
panEa in the dispute 

Yet the frustration^ delays and ex- 
pend in dollars and human resources 
that often accompany disposal of dis- 
puted in the courts have ted many ob- 
servers to question whether our legal 
profession's traditional obligation lo re- 
solve conflicts ts bting fulfilled today. 
Too often, the delays and Lack of finali- 
ty in cases drain much of the value 
from oth&rwiae acceptable judgment* 
Commercial litigation is particularly 
costly H forcing business executives} and 
Lhuir staff g to transfer their normal 
creative and constructive drives into 
the time- and ener^-draining adver- 
sary process. 

Perhaps Abraham Lincoln was antici- 
pating our problem* when he said: 
"Diaconrage litigation. Persuade your 
neighbor? to compromise whenever you 
can. Point out to them how the nominal 
winner is often a red loaer'— in fees,, 
expense and waste of time/" And Judge 
Learned Hand c^inmwiUHt "[ must say 
that, as a litigant, I should dread a law- 
suit beyond almost anything else short 
of sickness and of death**' 

Despite the drawbacks of ] [ligation, 
the uu of courts for civil disputes haa 
increased dramaticaily in recent years, 
resulting in a litigation explosion The 
federal courts handle only a Email part 
of the total esse load, yet from 1940 to 
civil case filing® in federal cfetdct 
courts increased from about 35,000 to 
>i',<H>n annually. This increased the 
yearly case load per judgeship from BKI 
In BwiaJUi 

The real meaning of thw figiirea 
emerges when we see that federal civil 
cases increased almost sis time* as fast 
ax our population. Similarly, filings in 
state courts from 1967 to 1976 in- 
creased at double the rate of population 
growth. 

Litigants are also more likely to ap- 
peal trial court dectsions- 

Cleaaly, there has been a rise in 
the litigious attitudes of Ameri- 
cana. Apart from the volume, cases 
have become increasingly complex, all 
too often requiring months or even 
years to resolve. In 1950 only 20 federal 
trials required mure than 20 court days; 
by 1981 the number of such cues had 
increased ninefold. 

These protracted eases not only deny 
opposing parties the benefits of a 
speedy resolution to thdr conflict, but 
they also enlarge the costs, tensions 
and delay a facing all other lili^anta 
waiting for access to court Inequities 
flowing from such delay* are particu- 
larly acute if a Litigant cannot recover 
interest on the award or if the interest 
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Arbitration, 
Not Litigation 

The Chief Justice of the United States 
urges changes to reduce the costs and 
frustrations of the legal process. 

By Warren E. Burger 



Discover how 
to improve your 
management talents 
and profits. 



"Executive Seminars in Sound" is 
a lively <^i..t[X' program designed to give 
answers to pre totems crucial inmanag- 
ini» a hi is i i less. Tlie tapes ewer 

1. HCWTOGET YOL1R IDEAS 

2. MAKE1HF.M iSrOFVf H iR 
TIME 

l^DURRDLEASAI)i:(*ISIf>N 
MAKi* 

4. GUIDE TORCTTEK 
PEOPLE MANAGEMENT 

5. M^™iNGTHEART 

6.0R(vYWJNGYni!R 
IHANSANDI^\NN1NG 
YOfROKUANl/ATlON 

7. STRATEGIES OF M< >V1NG 
AHEAD 

8. HOWTniJVEWnH 

YOiJR OWN SUCCESS 




How To Get Your 
ideas Across 



Make The M 

of YourTtrr 



Your Role As 
A Decision Maker 



Guide To Belter People 
anagemenl 



Mastering The Art 
of Delegating 





Organizing Your Plans and 
Planning Your Organization 



you any whore. any- 
tjnie-at (he office, in 
yjHjr Ctir or at home. 

Invest $95 in your- 
self and profit for a 
lifetime. Send today 
for yuur complete set 
of H cassette&Each 
ut i ve Seminars 
in SouncT tape is no 
less than 45 minutes 
\* >nii. VWII i-vvn Iri vim 
try it for 15 clays Flit*;, 
and if you're not satisfied, 
return it for a full refund 

Plus. yi > l j receive a st udy 
guide will a written synop- 
sis of cadi tape, ideal for 
personal review and «roup 
training sessions. 



No boring lectures. 

( >n t .u li tape, actors draira- 
t i zt* i ii l- 1 h*>j< >f 1 8 i 1 1 lat ions I ha t . 
as a n villager, tire always 
taring you. The expert com- 
an, analyzes the situa- 
ons and demonstrates the 
r nost profitable solutions 

Learn where and when you 
choose. The convenience < it cassette 
|apes a in a compact binder, allows 
Executive Seminars in SjilikI 1 " to w< ^rk for 





es of Moving Ahead 



How To Live With Your 
Own Success 
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t'U Like ypu up an your 15 day FREE TRIAL 

!Stiw J me kxtviri nr Srmmnrs in Sxnd M U rn itc In m Highly 
^ns^iu'ii i i in i ivturn ir h.r ,i lull ii 
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Nation's Business Executive Scmuurs Division 
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LTV Looking Ahea< 



Is there a future for individual investors 
in America's stock market? 

William Fremiti and Jude Wanniski voice their opinions 
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Rtctnttfr wwr<? jnrft utt/imts haw Iwn in- 

tnwNfff /-fjr.r Whtil u-tR tUf Juturr hf^d? 
Th&i fa ihr topic Of the ffllfmring Latttin^ 
Ahead report — another in # jfrw-f jSsi- «#* 
CmTcti taurj critival to huxintu 

in Optima Ik Vie* 

Jf Ifc lh\ WHfiwn C* Trey nil 
^L^^fc Swtfftr Vfc* Pratdent 
/ iml L lik-f kenrownu*. 

X N** York SliKk Ktrhurcge 

-j, I U there « future for individual 

r f W> Ms vx a stor* in A mernV* mock mar- 

■v^' ■ Elui success depend* in large 
I pari on the indiviJujJ ^ pcrtcp- 
yli tiw of hi* relationship to the 
V Mm marker Too often an individual 

*eei i Kl- mark i?: jn i^ur* I it I mine ur 



my venous forte run by huge institution*. 

Thl* attitude of 'market as adverwy" 
ova ihadow* tht very toil fuuneud tad 

\ cliologjeal bcrtrl H % ^tiered h> inJ I > tuf li _ ■ I 
involvement in the market. 

Why ih individual share* ownership dew 
Ante'.' fl e-iyes each nf us uuruwti direct %iake 
in mir economic svslcm lr wurt:-. in . h Uli-mc 
economic power to betp keep our competi- 
tive system responsive to the majority of 
die population It helps unify •'owners and 
"urnfceiV in ihc Lin i noun auyhif intensity 
nig prudueLiviiy pem^a fot the economic 
pwjd of All. 

Hmistjiij productivity 

The laiif poiM in jMrtieuldrf} significant 
Currentty, thi* unmlis i% in j imikIllowjv 
Jui'iji whit 1 1 tmpan s nur uhilin iik compete 
.I-'iml---u _i!]v jmti in worlil rtuiicli, KcL-cnl 



New Yijfk Stock Bxchanjfe studici indicate 
ihc inifSuiMisce ol humMine prmdutrtivitN 
jrn.jwth. And one way ul .itc^mpli-.hiriti ihi\ 
is tii eliminate the wall which, now seernn to 
cjcut between manageihenr and labor. A key 
to destroy mp Hie runner n individual m 
volvemeni in the market , for employees can 
ihcn assume a J i reel crusty mieresi in ihc 
companies they work for us well as Amer- 
ican enterprise 1 in general They, in short. 

odiiailcmeu: ifu-iuiili tiicji icidtl^n 

m ihe niaikei The eeononiy as a whote. 
a* +c\l » the indivkJiul InvcMm, will he 
well wrved by ^ueh a move The U r S 
needs o in prccetknted ttnn»mu of new equity 
Ljojtal m help illume ihc i e new jrf nno 
iTwulemiwUion of Us business pLmii and 
equipment. Through increased equriy m 
veHmenh. Lndividmil investort can hcJp 
lau rich .1 nc w er a i »f i- j f yiliit U 1 1 rnal inn 1 1 1 1 1 £ 
pii^liiLUviry, .irkl rejl oto-nornit ^ri^ih It 



that happen*, million* of individual* ikmtM 
reap ihe reward*, til investment in stock 

[uw.iid ^ J i i unJ iIk 1 *s!c%s Ynrk Si nek 
Lxehange doc* everything in us power (b 
assure that the rights df individual invcitor* 
,tfL- at i) J I lime*. proieeied. Iw eviruple un 
the Exchange, in individual's order id buy 
or *ell at a specific price has the nghl En 
wirties^uLc in e\un ihe Large*! transaction* 
by institutional investors.' Threw eh close 
i liT iii> . n jiiJ ^ji -s. iILiiiu j <o rhe market- 
place, we do our best to *ec to ft (hat opbody 
— individual or institution — rifles i\n the 
hf-is of inside infnnrurticm. 

Clearly there is a need for the Individual 
investor m the Mock marker And moie pec 
pie are inserting in MOAtn es-pecially ai 
You liter ii^L-.i. Tli.it i^. .t ^im|!t| yule in favor 
ol iIil proposition i liar the re ™ a future lor 
LiiUiviJijjL] investors in America's sluek 
market 



in-fi^thin ftullar f irm 
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L ljutkHii rid 

^ta^r lYtikttrrt. Pultronumk'* 

Over ihc past decade, rhc \t<Kk 
market was * downright danger- 
ous place for people to pot titcir 
*avi»£% A hundred dollar* m- 
' ^tjELa veMcd in stock* was worth, un 
jF*mL a verage . uiily S54 nine year* later 
jn^HfjIiL-^ ei "free ting for inflinion In 
the deudi: .iIk-jJ die %Iih.1 marker nuv 
iH-L-unie y delightful plj^r In be, but only if 
i*ur fcifivemnK-ul changes its pnhey toward 
our American dollar 

liie slock market, atlcr alL 1\ by far the 
l' i gdUtfC of Ihc health n1 lli-j iurauli.il 
economy And Ihc entire dollar economy, 
worldwsdt, got off rhc (ruck a rnnre 
than ren yon ago because of a drastic 
chart jic in ihc government' s policy toward 
our cLtrrcney. 

Spccificatls. frcMdent Ni5um uo August 
15. IM7 J . ended ihc ^ovemnicnl euar;iniee 
Hut ihe dollar would be WttTm a voce ilk- 
.1 mi' urn i.it jmU The change was based on 
the notion ihnl hy devaluing our currency, 
we could faiy fewer gm?d^ .iliri i.ul .iml ^11 
UKire Amervcan goorfi in the e^rM>rt rn.n Um . 
(hereby pncreaMnc ihe nunhcr L»f job* ii* 

I iii- luiil urk-u wa'« in Janujic ihc dollar 
a* j vtnndard nf vaJue li % price, in real 
goods, liits n victualed diamalie^ Htm 
wnh die wor^T inflalmn mour hlstcny, ikjw 
with one of ihc most vuiLPLh tlcilaliocis. 
Pie re Jlirs hcen un iKiiNnin of exp«n*ktn. but 
a! Iin> tat' 11 ji/liicvcif « 111 1 % !iv Inrcinc whl 1 * 
ottl uf the home to work and hy puitiog 
UudenU a*a> 1'ioni ihetr bo*.4> 
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A dramatic lurnahnul 



Only wfcteo nor guivniiTicnE reslorea the 
dtiliaT^gimmnlec will we sec real cl^hihiiuc 
expaosnm and a rising! ^tamJanJl of ffrfrtf 

vvtirn IT hj|>|Vns L ,r mII lufip, 1 !. ill 1 
niJijLJiljy wnh laiih 10 Ehc dnllarreslrwcd* 
ralet will fall lo kiw kvets and ihe 
economy wdJ Movmimi wilh the reluct* of 
Inug-terrn credit. The housing und nuto^ 
■ Nile indotiriev, *loch rely on ihe avatla- 
Of crtdu. would lead die was in a 




iHio-yiuvi eeonomy and 
TTurker 



a huovjftl ttock 



And ye*, we need to ^ct ihc t/oiiJ 1 
investor" h.nk into rh* miirkcl, e\p«LwUy 
thoikC wilfinp to tuic rhc tihi* in developing 
new eoierpn**}!. 

Buying Mosk h huyinc a piece of ihc 
future And uith Ehc benefit of our hrnd- 
^ighl v the fulure lookA rxicntiallv hri^lkt 
There has atreid\ lwcn a major Mil of 
.iltiludc uaaih^t snskunn^ smih the UolWv 
value. Ami thi: fliivennnent Iijls iuv\^ ^l'sTI 
ihat the tj\ *\ skin uanmH bcu^rd En punish 
pnidueiive etfort and rnvcstoieni. 

Much rerwnn^ CCa he dcaie But when itie 
reduction fin im nil en l« finally in place H and 
a sound dollar restored . the itock market 
will be a comfortable place for the Amer- 
ican inscM'ir to be 



hiit Opinion 
I .cLidiTs ] hink 

HcpMirti il U\ 
kmnrlh S,-}ii*^r1# 
Vic* l^rt^irknr, 

Upiitinn Krv-uiL h ( \\r utif iticwi 

In the eye*, of the nut ion" * upinkm 
T k'.i-ieis the ^idivittual investor* * 
. , prEicirwition tn \tuck mar if t irad- 
irik \\ 1I1 Lletlnie "i sE.i\ ihc ^ix:iil' 
lhan mi'ecttSt, 
[ The Opinion Reseafth Cor^ 
I [hi tun ion surveyed $00 oipinlon 
leaden in the worlds of basinets* media, 
acadermcv. tatnir. goveiniticnl. and public 
inicrc*] croupi to leant their views or the 
inline <i iii.iiviJu.d nucsiorv in ihe stock 
market linemen were coruiiKreil on k'- 
hull of The LTV Corporation during ihe 
iiLHMith ot FetHiiary IS*H2. 

The general outlonk for participatmn hy 
ihc individual investor i* p»simisTje — 
predict inn of decreased part tci pan un i% 
c^pcviaJJy high umoB§ tabor leaden <5 l%} k 
[t\i\\Uk mrureM group lcjder\ (Win, ynd 
.ujdctnicHiJ^'H 1 fJnly Nmoncus cxectrtivci 
■bceni some what opiimutK — !Wfc feel 
panic tpalkm wdl incrta^e, ttwuieh as mans 
aa one in three feel it wilf do no better than 
%r.jc me mjihc 

LffMcfl w ho think nulividual Trading will 
decrease were a*kcd w hy Trie prime reason 
w» thai other financial vehicles, Mich an 
pens inn. innnc> nurkcl. arm* mutual fundi 
arc more attractive than the market ut lo- 
day's (fwrcuiphtthcatcd tnve>lnrs. Afwuhet 
ojifNUtjin reason it aeacraJ concern over 
L^onnrriK c^ndiHor^ inl l.ilum and stotl 
market inKiuhitilv, 

hiitittitioiuil inn 11K i nunt 
tho ui^h l post Us e 

Opinioa leaders as a group do nol seern 
overly ennccmed abiul ihc growing domi- 
nance ol stock mjflLct Oadsn^ by oulitu- 
rioaa| in^cAtor*, Os trail, m racl* 37% of 
itio%e *ur*L->cd leii ih*,\ iruaituiiiriial adLvay 
i*a\ '^itm,i" av ojijM^ed to 27^ who termed 
il " bad" The main exception w&< ihc group 
of public Intcrcif grmp teaoVr^ 4Y* lelt 
iilMitLilism inv.tUvimnl u,^. .1 h.ui trcml 

U^aoVn wett aiked their vujw* on the 

L'ttTcUv-TiL-^ vi rt-LCisr 1.11 Uv. ch.in^. 
derailed to ciicowagc individual tnscslors. 
Their opinions were divided 

Those who think lunhcr ch^nyc in tj\ 
laws an? necucd ihmk the two iwht n^nili- 
cant inccnlivcH istiold he 1J1 eliuUnale or 
reuse ihecjpilal f am 1 - tat and 1 2 \ c\ 1111 mate 
Jnuhlc MTJiion i»f dividends 
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ow LTV Is Itivoh cxJ 



SlK-.tLine.foi l-E\, 
Paul Thayer 

' h;ili n lit \ ht h.,.Lnl 

mirl I hu l lwrrhli^e t>rTii-rf 

The slock market . h ! he r ui t u iwr e 
m 11 for the individual in vaster^ 
1 Apparently a ereal rnanv mdi 
• J" vidkud in^wifirs think *i» Ti:iday, 
ewe in every seven Americans H a 
/ stockholder And almost half of 
m A llio'ic %hiLFeo*ncts arc in fa milks 
w ith tolaJ anmiaJ meornc of %25 .000 or (ess 

Millions of Individuals in this country 
own stock m die coninaniei fix win. I in--, 
work. Through various employee stock 
poreharf plans, ihcy develop a dircci llruut 
ciaJ mvnlvcinrm j li Otc lu Lure ul then corn- 
]\unti\ and in the growth of inir ecnoumy 
m general, 

Individual mvolvcitw?m 111 The marker is 
the very cornerstone of our democratic 
crtrerrtrtsc system hut is ihw a fumrc mil 
fur peivplc w-fKi watrt to huy n vuke in ihat 
s^ncrn 1 l"r)CTC is il that system and the 
nation behind t\ are as stmng as 1 believe 
Ihe m l" be 

The slock market i% an unpi^rtattt eci>- 

n h haoimetei \ recovery in rh.; ni.nkvi 

usually i% the forerunner of recovery f«tm a 
recession. Of equal impdrta,ncc P the *cwck 
market m a hammetcr 01 tbe riahonal mood. 
ttflecEing ihc level ot confiderice people 
feel tn the country. 

At the maotf$L 4 the nation L* in evident 
CconnrniL lnrni>nl I hc stuck rn irkei i\ 
relied mjc thh and participation by indi- 
vidual investors has correspondingly 
Aiuied In the short lerrn. This is an under 
standablc adjustrncnt to present realities. 
For the long femu J believe that we earl 
solve our problem* — unri emerge from the 
piescnr njirm.ul ',in nijier lhan ever. 

Tbln country has enorninut resilience, a 
strong collective will and a derm, initiated 
history of overcoming adversity. I believe 
wc Villi become LncteasmgJy competitive 
intcfttali 01 i.dly, nmtL- j>nMtu L 1i\^ ,11 id .ink 
Ihii*l:lI ihrihllkii. 4 ? lJllMmu'i^ ihal Live 

I also believe that govetiimeni. labor, paid 
tnjsiiicss utll have 1" ssiptI in cl^w hat- 
many than in die panto make this possible, 
Owen this latter devekipmcnl ^c ^n 
hxik forward to a vibrant economy and to a 
stock market ihal v^ilf offer a promising 
future ta the prudent, mfotincd indi victual 
invevtctr 

About LTV 

The LT\ r Coqxiraijnn is a diversified 4irvr 
aun^ 1 nnnpany in^ilvcd in lour ditfcrent 
industrteii: ENERGY: Cortunetual Ennco 
Curtirwy: STtld Jones aV LatughtmSioel; 
AERO!»PACEv DEFENSE: Voug ht Cor 
poralinn* Kentron Inurrnatknuit; OCEAN 
SHIPPING Lyke* Bm. Stcamihip Co , 
Inc. 

If you'd Ulu to know more about LTV V 
write Paul Tnaiyer, tTiaimlan.The I'TV Cor 
Iteration. PO Bm Jt~\ Dallas 

Tijuis 752*5. 
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rate allowed ifi much fcss than current 
market nrteSx 

It seems obvious thai we must t^p 
the inventiveness and resourcefulness 
of the American business c^niniunity to 
fsLshion and implement more effective 
means of revolving deputes. 

We should subject judicial proce- 
dures to j cosl-bencfu analysis. This is 
now being done by the National Center 
fcir State Courts and the Federal Judi- 
cial Center. Another example \u a study 
by the Rand Corporation^ Institute for 
Civil Jus; tin? ft indicates that the aver- 
age en*? in taxpayers of a jury trial in 
one representative jurisdiction, exclud- 
ing the coat of the court buildings and 
facilities, is roughly j* r 0™J i-Wir case — 
higher than the amount of the award in 
about 7o percent of civil triats examined 
in i comparable study. If this ii comet, 
we need to ask ourselves whether it is 
wise to continue uaing taspayerV mon- 
ey in this manner 

We also need to consider eliminating 
incentives for litigant* to deliberately 
delay cases. Perhaps interest at market 
rates should be required on judgments 
for the period Hlartmg with the filing of 
a case and ending with payment of the 
judgment, and additional civil penalties 
shonld be assessed for dilatory tactics. 

WE MUStp OF course, be careful not 
to discriminate against the poor 
or Lake steps that would discourage 
their bringing meritorious claim* to the 
courts. However we must consider new 
means of structuring the overall coats 
of litigation w thai litigants will make 
businesslike, cost-effective decisions 
before going to court. For example, wp 
should consider whether the losing par- 
ty in a case should have to pay some 
Mgnificrini part of the prevailing pur 
iv's ex [heroes of the litigation. 

We also need to move many kinds of 
cases from the adversary judicial sys- 
tem to administrative processes, as was 
done long ago with worker*' injury 
eases. Cases involving divorce, child 
custody, adoptions, personal injury, 
landlornVtenant disputes and probate of 
estates are prime candidates for the ad- 
ministrative process, subject to some 
kind of judicial review. Other types of 
caJies need to be disposed of by media- 
tion or conciliation. Such appr^a-.] 
designed to ex indite the delivery of jus- 
tice, cry out for th* attention of busi- 
ness and the legal community. If the 
legal profession and the courts are to 
retain public confidence, we cannot con- 
tinue to Jet disputes wait two, thra» or 
more years to be disposed of. 

One course that could help relieve the 
growing backlog? in our courts— and 
frequently provide better solutions at 
less cost— is v;dr-:-i - ;M i?h£ of the cen- 
Tunes-okJ process of arbitration Arbi- 
tration offers advantages that are 
particularly important for the resolu- 
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tjon of complex commercial disputes, 
including these: 

• Purlieu can tie Leu l arbitrators with 
special experience and knowledge in 
the area of dispute. 

• Privately selected arbitrators can 
conduct all proceedings in a less stress- 
fnl .vttiiig outside tli+7 courtroom 

• Confidentiality can be preserved 
where there is a valid need to protect 
trade secrets. 

• Arbitration by skilled specialists 
can cope with complex business con- 
tracts , economic arid accounting evi- 
dence H and financial statements. 

• Skilled arbitrators con digest evi- 
dence- on an agreed schedule, with 
heavy reliance 021 supn lured evidence 
and without the expensive panoply of 
l he judicial process. 

• Parties to arbitration run readily 
agree to preliminary procedures that 



The notion that 
most people want 
black-robed judges, 
well-dressed 
lawyers and 
paneled courtrooms 
for the resolution 
of disputes is 
a myth. People 
with problems, 
Hke people with 
pain, want relief. , . 




can com ml, if not eliminate, such 
abuoes as neediest delay and probes for 
irrelevant in formation, which so often 
occur in judicial discovery. 

Given these advantage*, executives 
can minimize headaches for thorns elves 
and the courts by requiring provisions 
for final and binding arbitration of dis* 
put** in commercial contracts 

The American Arbitration Associa- 
tion indicate* that such voluntary use 
of arbitration has increased sul^tiintial- 
fy in recent years. But its potential for 
resolving cumrnerci&l disputes remain h 
largely untapped* 

In several states, arbitration is re 
quired for certain civil claims. They go 
to court only if one of the parties ap- 
peals the rJedakni C***s are being di- 
verted from the courts this way in somf 
areas of New York, California and 
Pennsyl vanit- 
ies Philadelphia all civil dun's invqlv* 
tag disputa* of less, than $20*000 are 



referred to a three-lawyer panel for res- 
olution. Primarily as a result of this 
program. Philadelphia's civil case back- 
log was reduced from an average of 31 
month* to 12 months over a three-year 
]H-Tiod. In the first five months of 1962* 
more than BO percent of civil ca&es filed 
were disposed of through arbitration, 
a ad less than 4 percent of those cases 
resulted tn further proceedings. 

The notion that most pwple want 
black-robed judges, well-dressed law- 
yers and paneled courtrooms for the 
resolution of dispute is a myth. People 
with problems,, like people with pain, 
want relief , and they want it an quickly 
and inexpensively as possible. 

We must, however, he cautious in es- 
uhlighing arbitration procedures to en- 
sure that they become a realistic 
alternative to courts rather than an ad- 
ditional step in an already prolonged 
Add costly process. If a system of vol- 
untary arbitration is to be truly effec- 
tive, it should be final and binding. 

Anything less IF i an final and bind- 
#% ing arbitration should be nwn> 
panied by sanctions to discourage 
further appeal. For example,, if the arbi- 
tration claimant fails to increase the 

Award on appeal or in Lit i >r ; >»\ ! 

percent, that claimant should be 
charged with all the costs of proceed- 
ings plus the opponent 1 * attorney fees. 
A stern measure? Yes, but ntcrn mea- 
sures are needed. 

Arli it rut ion, without other necessary 
changes in the judicial process, ia by no 
means a cure-all for the mushrooming 
case loads of the court*, It cannot dis- 
place the courts— for some claims, the 
courts are the only avenue to justice. 
But, it can complement the judicial func- 
tion^ as it does in some countries, 

[n addition to working to increase the 
une of arbitration as an alternative to 
traditional IjI in Ml i. in, judges, lawyers 
and the business community shouta un- 
dertake a comprehensive review of the 
whole litigation process to find more 
effective tools to handle cuscs within 
that framework It is clear that neither 
tin- federal nor Un hLiS- cuurl v^u-ms 
art capable of handling- all the burdens 
without a vast increase irk the number 
of judges, clerks ami admmintratoi^. 

We nave a duty to increase our teg*J 
system's effectiveness in working for 
the people, so that our court* once 
again become an avenue, rather than 
an obstacle^ to justice. The American 
business community, which has 
achieved world prevermntince by devel- 
oping innovative techniques, musl ti r,w 
be witling to consider new methods W 
remedy our nagging litigation piwb - 
leme, Perhaps exwutivin should it' v * 
di/ftireat siirnaih to Lhesr lawyers. 



To order tvprtnt* afthi* 
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Rating the Candidates 




R*p. Benjamin RosenEhaF ranks rJ#ad last 
*n ■ Chamber list but ka lop* wllh labor 

THE UBERAL BLOC in the U S, Senate 
suffered n. heavy blow when she of 
5tj * my rubers were defeated in the 1978 
election. Other literals heading into 
11^) re-election haltles quickly luiopted 
j new strategy; a pullbeck from their 
forward positions in the Ifbera] ranks. 

Thp following year, a liberal group'. 1 ? 
stings of nine senators, formerly at the 
top of such listing* full significantly. 
]V rating of Sen. Fnink Church (D- 
Mttbo). for example, dropped fmm 7fi to 
42* and Lhui of Sen. Birch Bayh f IMnd) 
w ^nt from 85 to 63. 
At the same time, many other tnem- 
of Congress suddenly sought to 
J 10 *"! their standing as supporUrra of 
Nsiness on major tsauea, and they enl- 
isted -^nservative ratings, 
Thow incidents sj>otliKht the grow- 
concern of incumbent and would- be 
lumbers of Co ogress over where vot- 
e f» place them rai the liberaJ-conserva- 
Kp*ctrum. 
Measurements of political ideology 
Bt * taken by trade a^ociAtiumt, labor 
* r K animations, industries, individual 
^muanies, union s and. interest group* 
or every kind, 

On a national basin, the four most 
^ f >minent rating system* are those of 
f™5 U-S, Chamber of Commerce (cover- 
n g business position!), AFLCIO fla- 
* r ) p America os for Constitution;! I 
ic tioi] (conservative) and Americana 
°i^moeratic Action f liberal). 

I noiijjh specifics differ, each group 
^wyally identifies legislative iasues of 



The way major 
organizations 
evaluate voting records 
can have 
a big impact. 

By John M Eddirtger 





concern to its members, then rales 
member* of Congre** pnsjrivdy if I heir 
votes upheld its views, negatively if 
they did not. 

A high mark from a major organic 
tiori can bring endorsements from like- 
minded organizations and individual*. 
And those endorsements usually trans- 
late into publicity p contribution*, volun- 
teers, and the other form* of political 
assistance crucial to any campaign. 

h wurks both ways. A candidate who 
receives a favorable rating from a buai- 
nesa organization will probably find, 
for example, that organized labor b= 
marshaling its resources against him. 

Because incumbents have- clearly 
identifiable track record* on specific is- 
sues, rating system* generally for op on 
them, Challenger* are affected indirect- 
ly, however: A low business rating for 
an incumbent b frequently the basts 
for a business endorsement of the oppo- 
sition candidate 

Some members of Congress complain 
that the issue* selected by the rating 
organisations a* the basis of their ana- 
lysea are too narrow, that only a thor- 
ough examination of the voting record 
can give an accurate picture. 

Hut there is little ar^umeni that over 
the long run, the four major political 
rating systems have accurately placed 
membera of Congress on the liberal 
conservative scale. 

For members of the business commu- 
nity, candidate ratings on a probusinetts 
or prolabor basis tend to have more 



Just the opposite: sen Paul Laxall rates 
nigh with busmen £>U1 dj-inleases labor 

interest than those based on a more 
generalized liberal or conservative 
standard. 

The National Chamber Alliance for 
Politics (SICAP), the politica] arm of the 
U.S. Chamber, runs the Cham Iter's rat- 
ing system. 

NCA-P analyzes ctmgretsinnaJ votes 
on key business issues 

Jt then identifier "opportunity 
races"— contests offering Increased 
c<mgre^ionril sujp|Hirt Tor the privnlt : 
erUerjui^f *ystem. 

ECOMMESDATIQN'S gO tW the US. 

mm Chamber's nationwide member 
ship and are used by l,4fl0 business po- 
litical action committees U* determine 
which candidates they will support. 

"We go through a laboriouu pmce** 
to come up with our opportunity race 
HsV' says John A. Kochevar, NCAl"a 
executive director, "We look at voting 
record*, chock the vulnerability of can- 
didates And make sure the races are 
close enough for business to make a 
dif ferenee- We're seeking real opportu 
□itiea for improving the makeup of Con- 
gress, And that's what lists ere all 
about, changing and improving busi- 
mu p voice with the people who make 
the law? of the land/' 

The Chamber rates congressmen on 
their votes on the following issue*: 

a Restoring federal fiscal responsi- 
bility, controlling inflation and reducing 
govern rriHiii hj tending. 

■ Reducing Us burdens n indivjd- 



•^T^^ oals and businesses and en- 
eon raging investment and 
^^^^ productivity. 

* Reducing tlie rote of the feder- 
al government in individual ami eco- 
nomk affairs, 

• Increasing reliance on Lhe nrivale 
enterprise system and gsvbp Niiiiness 
more freedom to generate economic 
growth, create johs and better serve 
the interests of all Americans. 

» Reducing regulation of buRin^A. 

• Providing greater opportunity for 
U.S. firms to compete abroad. 

The AFL-CIOk f'.-.mn.itt^ «»n Pnlit.i- 
cal Education (COPE) is generally cited 
as the union equivalent of NCAP. 
COPE hopes to use its ratings to mar- 
i-t'J.iKXJ volunteers to reverse orga- 
nized labor s loss in the 1980 elections 
and capture five or six Senate seats and 
up Ui 30 in the House. 

The AFL-CIG analyzes the perfor- 
mance of Congress in terms of eajch 
representative's and each senator" s 
votes for or a^airut the interests of 
workers," says the labor federation's 
president, Lane Kirkknd |t"s m sur- 
prise thai the AFL-CIO's ratings are 
nearly a mirror image of the Cham- 
ber's. 

For its ratinRs, ACA tabulates votes 
that "have a significant bearing on the 
preservation of the spirit and principles 
of the Constitution, as these were de- 
fined by the Founding Fathers of our 
Republic/* The voles center on the prin- 
ciples of limited government, free mar 
keta and aiitironunurjist foreign policy. 

ADA's- ratings are based on votes 
'selected to display sharp liberal/con- 
servative divisions unhlurred by estra- 
neowc matter* . . . and cover a gamut of 
judicial, social, economic, foreign, and 
military policy issues.* 1 

AC As ratings tend to line up with 
those of the business community: 
ADA a tend to coincide with those of 
ths AFLrClO. 

Do lists: have an impact on the polit- 
ical process? Consider the 1980 
electiona. Although both Church and 
Bayh Lrimmed their favfirable ratings 
from ADA in 1979, their overall records 
had identified them closely with vintage 
liberalism, and their nth-hour cower 
sion failed to win them re-election. 

Only two of the nine incumbent liber 
al senators survived that election, even 
though ail had tempered their ADA rul- 
ings. 

Many other winners and iosers in 
I9W) attribute their victories and de- 
feats to being on the "right" or 
""wrong" Bide of lists published by the 
four major rating organisation** 

Indeed, lhe major shift in Congress 
from liberal to conservative in I960 wai 
due in large part to such lists— and 
1982 promises Id be another telling time 
for who's who on whose list 
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Congressional Standings 

This listing shows how some congressional incumbents, all up fur re- 
flection,, stand with mftjor organisations. The National Chamber Alliance 
for Politics (NCAP) rates candidates on business issues. The Committee 
on Political Education (COPE) is the AFL-CIO's rating organization. 
Americane for Constitutional Action {ACA) testa conservative commit- 
ment Americans for Democratic Action (ADA) is a liberal group. 

Senator* 



JofeniMj/i Demon {R- Aid } 
Tod Slovens (R Afsika) 
Mac* Mattirtgly (R-Gb.) 
Steven Symms {R-kteho) 
Robert Dole (R-Kans ) 
Paul Laxafl (R-Mw.) 
Hamson Schmin (R-N.M.f 
Jonn Easl (R-NC) 
Jesse Holms (fl-N.C) 
Strom Thunmond (R-S G } 
John Tower (R-Taa.J 
Orrin Helen {FHJtar.} 
John Warner {R^J 
Malcolm Wallop {R-Wyaj 
Qbrtslophef Dodd 'D-ComJ 
Cirt Levtn (D-Mteh .) 
Thomas Eagleton (OMo.) 

HtpnaantvttvH 

William OcWnson (R AJa i 
Albert Lee Smnti Jr. (fl-AJa.) 
Gene Chappie (R-Call ) 
Don Clausen (R-CaJyf .) 
WiWwn Thomas {R-CaHi.) 
Robert LagDmarsino JR-Cauf j 
BoOblFf*tfer(R-CaW.) 
Jerry Lawts (R-Calit > 
William Dannernoysr (R-Coif.J 
RotwtSadtiam (R-Calff,) 
BiH Lowory<R'C«l«f.) 
Aody Ireland (D-Ra.) 
Newt Gingrich (R-Ga.) 
Larry McDonald (EHSa.) 
Tom Corcoran (fl-lll.) 
Ro6*tMfc*<H(R til ) 
Edward Macttgan (RHH,> 
Dan Coals (FMmt.) 
Guy tender Jagi <R*Mken.} 
William Frefttal (R-Minn.) 
Edwin For8ytf»(R KJ, ) 
BaitwConabJe(R^N.VJ 
Jack Kemp (R-MY) 
Tnomas HartfWtt (R-S CJ 
Carroll Campbell (R^S C j 
Ja/n&S Quilian (R-Teno .) 
RoWn Beard <R-Tenn.} 
Thomas Loafflw (R-Te*-) 
William WhH*hiif*Hn-ULj 
Thomas B«tey(fl.Va.) 
FfankWoH(R-Vlt) 
SldMorfboniR-WashJ 
Richard Coefiay (R-Wyo ) 
Ronald Da*lijm8<r>CaW> 
Gus Savage i D ill ) 
Flov<JFtlrilan£r>lnd) 
Joaeph Early fOM&ssj 
Trtoroa O-Pteill (D-Mass ) 
George. Crockett fD-Mteh.) 
WiniAmO»y4D-Mo) 
Frank Guanru \0-H J > 
Baniamm Rosenthal (D-N.Y) 
flobwrt Garcia {1>HX ) 
Mary Rose Oakar | OOn.ol 
Henry Gonzalai {D-T«*) 

'Howe SpetAv Own renfy ^crtot 
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NATION'S BUSKERS - AUGUST 



If the buck stops 
at your desk, put an 

HP250 on theirs. 



it could be one of the most important 
business decisions you 11 ever make. 

With the HP 250 multi user compii 
ter, your staff can provide you with the 
kind of hmcty, curate reports you need 
for financial management, sales fore 
casting, market analysis and much 
mat, And they dent have to become 
computer experts lo do it. 

A few simple keystrokes is all 
it takes to generate income state- 
ments or balance sheets, to track 
inventory, process orders P even 



prinl invoices and write chocks. 

Whatever business you re in. there's 
probably an independent supplier near- 
by to provide you with a solution based 
on our HP 250 Small Busine$$ Com- 
puter And, when youYe ready to spow, 
you can easily add more workstations, 
primers, plotters and disc memories. 
Dependability is built 
into the system. 
With your bottom tine on the 
line, you can't afford to worry 
about downtime or loss of 



data, Thats why we designed the HI 1 
250 with convenient, yet comprehensive 
back-up to protect your information. 

That's a lot of features for a system 
thel cost* as tiuJe as S|8 t 250: To find 
out all the buck-saving details, send 
the coupon. 



HEWLETT 
PACKARD 
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THE ENTREPRENEURS 



The Runner Who Put a Firm on Its Feet 



TURNING Manhattan Industries, one 
American apparel manufacturers, 
company wasn't easy, but Laurence C- 
companv's chairmari, president and chief 
eer. isn't resting on hill laurels now, 

Leeds* 53. who enjoys runninjr in 
the front of the pack iJn his person- 
al life, too—he finished last 
year's New York Marathon in 
the dip quarter, with a time of 
3 hours and 26 minutes— has 
always had ambitious plana 
for his company* 

First he had to get Man- 
hattan Industries on its 
feet The product line had 
changed very littte since his 
great-grandfather, Louis 
Levi, started the company in 
1857 It manufactured primari- 
ly moderately priced shirts for 
men and women. 

That had sufficed in the past, but 
la 19T4 + the year Leeds accepted die 
responsibilities of chairman in addition 
to those of president, the company 
doted out itt books with a loss of $7.9 
million on saies of about $339 million. 
Leeds then made what he calk the most 
difficult decision of his career He de- 
cided to diversify. 

Unlike other business that diversi- 
fy, however, he did not fro outside his 
own industry but added emphasis to 
women's and children's apparel and ac- 
cessories, which now account for the 
bulk of the company's manufacturing 

He also refinanced existing loan* and 
disposed of several failing divisions, re- 
ducing the number of employes by 
about 8,00ft 

Diversification was only one answer 
to turning the company's financial 
statement around. Going after the sta- 
tu* label market, as Leeds calls it, was 
next. 

"It was my belief that thi* wait the 
way the taste of the American consum- 
er was heading/' he say* p "so we 
moved the overall mix of our business 
into higher-priced merchandise, where 
the profit margins are somewhat bet- 
ter/ 

He added two higher-nriced, more 
fashionable lines of shirts for men and 
women and upgraded various product 
lines. Manhattan Industries now han- 
dies about 40 product lines and has 9fi 
atores ami factory outlets. The star sn 



of the 15 largest 
Into a profitable 
Ijeeds, Jr., the 
executive off h 




JO! 

HENRY 




Lauranca C. L tad*. Jr., who rsvhrtd Manhattan 
Induttrtat by Introducing such fashionable Unas 
as John Henry, IHus to do business by taltphone 



its retail firmament—Frost Brothers, 
with 12 specialty stores in Texas — ac- 
counted for «i7 percent of the compa- 
ny's urn fits last year Her*, too, 
says, M wo positioned ourselves more for 
the affluent customer, and that ia 
where our growth came. 1 ' 

■ BEDS ADDED more stars to the Man 
k h altar i Industries skies when his 
company acquired the licenses of fa- 
mo us fashion designers — amontf them 
Yves Saint Laurent Balmain, Lanvin, 
Anne Klein, Liberty of Iiwidon and 
Vera— and marketed their products In 
the United States. 

More recently, designs by Kmui, 
Frank Mmtnndrvs and Mirhaele Voll» 
foment have joined the Manhattan In- 
dustries licensing family. 

Exports of the company's, own trade- 
marked products, including Manhattan 
Shirts and Lady Manhattan, and such 
dettiftner products as Perry Ellis and 
Henry Grcthel spurts wear, now gu in 
51 countries through the company's li- 
censing division, which Leeds eatah- 
li-Hhed early in hi* tenure. 



The children's wear manu- 
facturer* include Pelican 
Fashions and Jayco Knitwear 
Company. Other subsidiaries 
are Chesa International, 
John Henry for Men and 
Women, Bayard and Manhat- 
tan Shirt divisions, the Vera 
Companies and Manhattan 
Accessories Division. "With 
this amount of diversity," 
says Leeds „ "the company 
doesn't £et hurt by a decline 
in one area." 

Under his leadership, the 
company chalked up a record 
$377 million in sales last year 
and a net income of $9.7 mil- 
lion— an increase of nearly 90 
percent over the previous 
year. Says Leeds, "I was ei- 
ther bright or lucky." 

Perry Ellis Sportswear, a 
ISO million division now in its 
fifth year r rep resents one of 
Leeds' bold steps Negotia- 
tions with the American de- 
signer took eight months, 
and Leeds sank KJ mil I ion 
into developing the line, 
which didn't show a profit 
for four years- But it pave Manhattan 
Industries the pizzazz he was looking 
for and has proved to be a top money- 
maker, 

The recognition I'erry Elli* hat re 
chived in the apparet industry as * 
prime innovator on Seventh Avenue ha* 
already led to outside licensing- a^re*" 
ments for furs, s hearting coats and ho- 
siery, 

Cons tan l travel and a lot of king-d^ 
tatice calls are a necessary part w 
Leeds' life, since licensees are located 
as far away as South America and the 
Par KsiHt- He doesn't like writini! 
memos, so he may call his top e Keen- 
Lives at home as late as 11 p.m. to k&*P 
in daily contact with them. 

Despite his hectic ached ule, he mstTi 
n^cs to find time for running, ifou'l? 
the theater and enjoying his family ■ 
try to combine business with pleasu^ 
whenever possible/' says Leeds, 
frequently runs with customers in C* n " 
cral Park Although he may hung up 
marathon shoes, he plan si to keep h jn^ 
self and his company in top running 
shape, 

J AT JON'S BUSINESS ■ AH OUST 
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^sirieiisnieri in N<ulhem Virginia durft 
**pect their neighl* n xl bonk ID uffcr car 
l^rate credit and cash mar n:nt services 
JJjal Lu rm^ncy center bank. But Ftna 
^SitTlctin Bank of Virginia is tiurprtHinjj a 
™ of them th^rnr day*, 

"TWPRE AIJiEADSf "E8 THE TOP 2» 
^ BANKS IN THE US.. ANIJ STIIX 
l 'KUWlNG WETtE IMCi, WKTtl-I CAPABLE 
AND WERE W1UJNG. 

We think Ihk Because Wk flri* ft Bitf 
***mh io krvtw -And use iht- forest tech 



1 1 'r t 




YOU MAY SOI" l€ ABLE TO USE ALL 
1* !R SEHV1QS NCM: BIT HTi GCXJD 
TO KNOW WE HAVE IT! KM WHEN M 
NTH) THEM RIGHT NTJCT DOtR 

m»juRy. TV ii¥Kt si i[itLim kilted cash ram- 
- 'iT kthruqutf* The itkkL mrttivzifEve 
tii iployiT benefit pn>KTriiri^. Ami Lmk 
enough tu fill e ray ned f turn the koil 
tine lJ" crudil lo a mulb milli^i dullar 

ioftaJly. Ti i put < iui best pa uplc cm a *rvke 
iwd^t custtm tii^imi r<j y*H4r r:- h:- in 



respimd quickly find efficiently when 
put call . 

Aid when y<w we're alt juat a 
few minuiesfnim yum office, from the CEO 
on tk ivvi s 

We- kttnw yiju, Yrju knrwt& We'rr afl 
pan i 't i \w vti i v i itirkr I Aiwl fit > nuiller hi iw 
1 jttf y uur needs may be. we're bitf em mjjTi and 
IP md enuuftti ee i hand le ihwi, Ju^ phi mo 
8217708 li s a incal oil I 

flst/!\mericaii Bank 
of Virginia 

AI die bunk ^ju^iust- Rj^u rasa Awe 



HOW TO SCORE A 
DIRECT HIT ON 
A MILITARY TARGET. 



i the ongmng bat!]** far* 
hearts and rmndb at Urut#d State 
An«d Forces psmncd, MN1 can 



valvea in - zdwrtaing k 
market MNT* Military J 
oiler a simple nolutmn; 



national nvrn n JiH rPi 
tanjotod at tne- pw 



HoBCDfi Journal, and Ronlhous©. to 
name a iew Which act as remind 
d home, makira iherr. particular- 
ly anpcrtani to Americans station 

And because MN1 rrvdces it pofr 
aibfe Id buy networks ct magazines, 
your ad will receive a frequency 

A 





OPPORTUNITIES AND THE POWER TO FLOURISH 



Advanced Technology and people— 

specialists solving modem problems wtth 
progressive ingenuity. It's a compelling 
way at lite and business for over 920 of us. 

Marine and industrial software systems; 
maintenance ond logistics engineering; 
defense and energy systems; Information 
technology; strategic programs - nationally 
and internationally This is Hie scope of 
Advanced Technology, inc. 



For corporate effectiveness and for 
personal professional fulfillment, know 
that advanced technology presents key 
opportunities. The solutions and the 
company for growth 

Reach the world of 
Advanced Technology, 

Request full information by telephone: 

(703) 442^533 





for I how vlt\ spvti.il linit^, when everything has tn 
be perfect, it just has to be Avi^none Irerev No 
Other iJ lexer has the experience lo pro vide you \i 



with ihe l],mk-ss service vimj wanl. 



I lave Avi^none I'rerirs do it all. Or dosnmv 
ol M your sell ,riiJ rvnf I hi- equipment you 
need from our exquisite collection. 

How nice not Lo haw a worry in the /I 
world at such an important 
celebration. Call Avignon? Ffcnrs, /^Jl^ 
And enjoy your own pjriy, [ /H 



CMIHIK 
Since 



rhnn« 265-0332 
l777C«lumhia Road., N,W. 




Shorter Wait On 
Capital Gains ? 



Securities asaocfaUan chief Eriwnrd O'Brltn: Qn*~year noting slows inveatmanL 



AruMmnMiMti wejmkeu out by the 
Senate Finance Committee may 
lead the securities industry to a long^ 
held ^oal— h return u> the six-month 
holding period on lom^torm capita] 

gains, 

Charged with niiscnif .fil billion to 
help fti^m the 1»83 budget deficit, the 
committee, led by Chairman Robert 
Dole iK-Kans,), haft come up with a plan 
U> require finaricihl institution* to with- 
hold 10 percent of interest and dividend 
income- to individual*. pEirtnemhrpA and 
trusts, In the past audi withholding 
proposals have been blocked by bank*, 
savings and loan.";, and stockbrokers. 
Eut since several committee members 
favored h cut— or even elimination — ttf 
the holding i^'riod, withholding and the 
Hhorler holding period were approved 

According to Lhe Securities Industry 
Asswiiukm, the udvELntages of cutting 
l b*s holding period from a year to six 
raonth* outweigh (he estimated J.W mil I 
Wi cost to the industry' to net up a 
withholding eyatem_ 

A shorter holding period is net yet a 
*ure bet however.' The Finance Com- 
mittee's tux- increase package facet a 
Vol* by the full Semite, plu* debate* by 
^ Hwum- Whvs sun I Mean* Ormoiu.er- 
15 r -d a cci n f e ren co com m :t lee. 

Nevertheless t the president of the Se- 
curitt^ ludusitry AKaociation, Edward 
*■ ^ Brien, is hopeful. Cutting the hold- 
l H period was part of the 1981 Eco- 
j^mie Recovery Tax Art until late in 
uniendinir praee-ss, he note*. 

*nys O'Brien, whose group ropre 
^nu rm *toek brokerage and invest 
j^jnt backing f[ rms: «The one-year 
jtilfhujjP period -dow* much needW sav- 
"Vaand investment," TV federal defi- 



cit is swollen because taxable invest- 
ment is discouraged, he says. 

The ETKudmnm tax rate for capital 
gain* on stocks. bonds, real estate and 
other investments is 20 percent, com- 
pared with the - r t0 percent cap on indi- 
vidual rate*. That's a strong motivation 
to hold an asset to qualify for the long- 
tern i gain. However, while waiting te 
take advantage of the tower tax rate, 
O'Brien says, investors often see their 
gains •i>n .ini.-h or even disappear. 

From 1LU32 until 1076 the holding pen- 
od was sis months. Congress tength- 
ened the period in stag en — to nine 
months and then to a year — as part of 
the IftTfi Tux Reform Act Infra use* says 
the Joint Committee cm Taxation,, it con- 
sidered six months 'Inappropriately 
short" The committee observed that 
"there should be lipecial tax treatment 
fur i^lina un u^.'U held fur investment 
but not on those held for speculative 
profit." and it said that an investor who 
wanted to hold for only six months wo* 
probably speculating. 

There's a recent precedent for remov- 
ing the hul din ^ period Th- period for 



History Of 


Tfie Holding Period 




liyear? 




Four periods, 
ranging in length 
fmm 1 to 10 yean 




Two periods* 
li? months and 
2 years 




6 months 


1977 


3 months 


197* to nnesent 


I year 



commodity futures contracts was elimi- 
nated last year* and profit* from these 
con tracts are now taxed at a top rate of 
82 percent 

Tn addition, the 1978 cut in the capital 
HaiiLB rate from 49 ta 28 percent — u pre- 
dece£sor to last year's cut to 20 per- 
cent—came off successfully, Tn a 
partial proof of sqpply-side economic*, 
tax revenues on capital gafcnn Increased 
in both 1979 and 1980, 

Tfi BtTTHtSK itt argumenta p the Se- 
curities Industry Association 
niiBftioned &.n Opinion Research 
Corporation survey of lop and middle 
mRnagers. Th^ were asked whether i 
reduction nr eiiminatkin of the hnlding 
period would affect their investment B 
any of II veWcJea. 

Fifty-three percent of the 568 respon- 
di>ntw said they would increase invest- 
ment during Lhe fir^! year .l sLx-month 
K. ili ling period waa in effect- The moat 
frequent avenue iif investment: exist 
leij^ common stock. The mean value of 
nuirh investments was projected at ap- 
proximately 118,700. Next in invest- 
ment popularity were initial public 
offerings of stock a«d real estate other 
than a home. 

Extrapolating from the survey find- 
ings, special Ists say the impact of re- 
duelng the holding period would be 
impressive. George L Ball, chief execu- 
tive of the Rache Group and chairman 
of the Securities Industry Association^ 
tax pnlsry committee. Kays, *1f ID per- 
tent of all individuate m the same in- 
come class as the surveyed executives 
followed similar investment beliaviur^ 
total new and increased investment 
would be around $50 billion," 

Though $50 billion seems staggering, 
Rail points out that it Is only about 7,5 
percent of the increase in personal fi- 
nancial holdings by households from 
1979 to 1900. 

"Cutting the holding period is some- 
thing we bebeve in, and not just for 
selfish reasons, 1 * O'Brien aays. 
'There 1 * a dear public benefit. 0 D 
—Michael Tnoryn 



U.S. CUSTOMS: 

Less Pressure 
On the taw-Abiding 



Commissioner William von Raab plans to make things tougher 
for smugglers but easier for business people. 





IN AN ERA when federal employes are. 
often looked on us the fcuys wearing 
the black hate, i'ttmTCbsAinii&r fli l- up- 
turns William von Itaab believes Lhal 
hit people are perceived as wearing 
white hats, Americans he »p, "took 
at Customs as a protector of national 
health, safety and trade." 

And as this one-time college polo 
player (one-goal rating) ami New York 
lawyer points out, hi* service as a profit 
center, Custom* duties, fine* and other 
charges brought m $9.2 billion in fiscal 
1 US 1 . and the estimate For the current 
year is more than $10.2 billion, 

If management change* and the 
slreajnJinjng thai von Raab u pushing 
cause the cash re.gtsLe.r keys to jangle 
even faster, the return on taxpayers' 
investment will grow accordingly. In 
lflBl. for every dollar spent Lhe service 
returned 118, Customs, a Treasury De- 
partment agency, haa asked for $&H).r» 
million lo run its operations in fiscal 

im 

"Our highest priority is law enforce- 
menl," von Raab emphasises. 4 'Second 
priori 1 1 us facilitating pasiehgens and 
cargo, and third h redwing the overall 
cost of doing business." He explains 
that "1 am a strung believer in Lhe free 
enterprise system, and I feel it should 
allowed to operate free from govem- 
fiU overreguiation &s much as possi- 
Ifl, 

"We are emphasizing the mission of 
Cuatdma, getting everyone working on 
the mission/ he says. "If something 
doesn't involve enforcing the law, col- 
lecting revenues,, protecting the public 
or facilitating trade, we aren't interest- 
ed/' 

Customs 1 budget request for fiscal 
1983 call* for a personnel level of 
12,581, a reduction of 2,304 employes. 
Von Raab plans to compensate for that 
belt tightening by eliminating activities 




Custom fe chief von Raab dtacuue* agency policy In on* of hit many madia contact*. 



he says- hts agency shouldn't be doing 
The youthfui-iookiiiK commissioner 
shake* his head over "the incredible 
things that go on in government aer- 
vice." For instance, he says, "we had an 
economic analysis group that produced 
enormous reports on where the gross 
national product would be going over 
Lhe next few year*. la that a Customs 
function? 

'if you took in any government orgu- 
nidation, you will discover pocket* of 
people who are involved in what is 
called internal control. We're going to 
reduce that in the CusiomH Service. An 
example is one guy reviewing the paper 
of another guy, who in turn reviews 
another's paper, and nothing U aidded 
as tJiis activity takes place. Thesi* pw> 
ple are not lazy. They are very well 
motivated, but what Utey are iking just 



hurt of any value to the Custom* Ser- 
vice mission/" 

Von Rfrn . - i 1 ' ■ • ni":"liy.f 

his staff in solving problems. He pn> 
i j'l" ,l' ■ ■ i .' ■ ml k-ariership and direction 
and then serves as his own fact finder 
during travel* to Custom* Sciwc oper- 
ations around the nation. His style to 
one-oh one, and he lakes every opportu- 
nity to talk to personnel at ports cf 
entry and regional of Hem 

"If yon go qul and ask a Fot trf que*- 
Lions, you can find out when your direc- 
tions are not filtering down," von Rita*' 
says, 

"The staff hates to see me after a 
trip because I say, 'Look, certain ihifltf* 
are not filtering down/ 11 

H« cii.Mh a recent case involving Cus- 
toms personnel: "Customs official* 
complained, 'He v. we work ad up si <" fjLA " 



NATIONS BUSINESS * A ITU UST 



pie of good cases, but headquarters 
didn't treat them as seriously as you 
said they should be treated/ 11 

Von Ra&b investigated and found 
that in some situations serious violators 
were being given penalties commensu- 
rate with those given employes for be- 
iug late to work. "So I came back and 
said to the responsible guy, 'Check with 
jmur people and make sure they're do- 
ing what we say we're doing.'' It turned 
<HH that one or two hadn't gut ten the 
message. Now they have/ 1 

Von Ruab, 4U P is not un Familiar with 




sistant to John Sawhilh who took him 
along when he became head of the Fed- 
eral Energy Administration, predeces- 
sor of the Department of Energy. 

When Saw hi II left Washington to 
take the presidency of New York Uni- 
versity, von Raab followed and was 
named vice president for administration 
and Financial consultant 

Von Raab returned to the practice of 
law in i\r a partner in the Washing- 
Limi office uf the firm of NurtL fiaxkeli. 
Slaughter, Young & Lewis, where be 
was when fteagan became President 

Von Kaab. who had 
worked informally on 
C-tfyi ! ' :| - Kpri^an transitum 
team, became commis- 
sioner of Custom* in 
September 1981, join- 
ing a lUU-year-fild sen 
vice that lists among 
its alumni famous su- 
thors Nathaniel Haw* 
thorn e and Herman 
Melville (both tow-level 
empbyefij and Chester 
A. Arthur, the 2Ut 



Breaking the botU 
*ot law-abiding trsv*teri at 
U.S. Customs inspection 
■tatjoni is a goal of rhe new 
leadermhip a| the agency. 



Thli high-speed boat it 
Gne ol Corns' fleet of *5 
on antlamuggllng dulles 
within the 12-mne Limit. 
™* U.S. Coast Guard lakes 
over on th* high 




lr,r *ipu trade, rimce hi* falfwr wan a 
*teej company export manager, trade 
pfi (tfwn a dinner table topic in their 
Ufl lf Island home. 

hj J-]ii-:k is yqn Saab a stranger M 
■™ ^^hingiun. A 1£MSH graduate of 
l «e University of Virginia law school 
tfc.'t his B.A. at Y'ale. he awed the 
'V'N udmitiLHLratiun as executive di- 
[*etor of the Pay Board, the wage-set^ 
Pi section of the Coat of living 
MJuncil established bd monitor wage m- 

v& Af !f r dfl*ing down the Pay Board, 
ft ^ aakj becanw a cunsiultaiil to the 
22?IJ* EwtWcin Trade at the Com- 
ir >h * ^l^mrnt, He was one of the 
1 ^nitvcu of mi embargo on rwybuanft. 
x**m there he moved to the Federal 
* M?f « + V Office ir k become executive as- 

A rj O^'3 BUSINESS - AUGUST tttti 



When Arthur was collector of the 
Port of New York, hii annual salary 
was ttOtOOOp equal then v» thu Presi 
dent's. Civil Service and subsequent re- 
fortnR moi\ changed that Today the 
senior official in the service — the com- 
missioner of Customs— is paid 

Von kaab looks forward to weekends 
an his. 1 OA-acre farm in the foothills of 
Virginia's Blue Ridge Mountains. 
There, he and Madison County Deputy 
Sheriff Treasure Amnion run a cow 
and calf operation. They have Zfl cow«, 
w r hirh Lhua far have pniductHl \9 calves. 

"My wife and I joke that ahe live* in 
town and I visit her during the week, 
while t live on the farm arid she viajta 
me on the weekends, We have a couple 
of hor-^K m the fann, ^hn'h AK'xan- 
dnt, our daughter, ridwa. but that'* not 
enough to keep the thiKtleM down, $0 



I'm juat a poor farmer trying to wve 
my nickels to buy a tractor." 

Basic to von Kaab's approach to 
streamlining his aenice'a procedures hi 
aL-ceptanee of the fact that M tnoai peo- 
ple we service? are law abtduig." Hts 
got) is to have Customs officers focus- 
ing more of their efforts on "high-risk" 
passengers and cargo. 

'The concepts of enforcement and fa- 
cilitation are viewed as Liontradrctory 
and have been called the Citatum* 6> 
temma." he «ays. "PeraonaUy, 1 do not 
believe these two function! confhet 
with each other. CuHtama cannot con- 
unue to penalise the vast majority of 
passengers and importers by subject- 
mif them to antiquated, timeH. k onAuming 
processing methods" 

[UT VON KAABS approach do«m"t 
mean that the Kate is open to the 
ffcat-tinie smuggler, Special Cub torn* 
detector dogs and cargo enforcement 
teamti, along with regular L-usUimn of- 
ficers, seised $4,6 billion in contrabamj 
rjuring the last fiwul year. Among this 
was eight pounds of heroin that inspec- 
tors at Honolulu found in the suitcajie 
of an overly polite Washington State 
real estate dealer, At New Orleans Air- 
port inapectorfl opened a paaaenger'a 
briefcase and found $1,890,862 in unde- 
clared checks and currency. 

Von Kaab's major focus* however, is 
on the hardened criminal* who smuggle 
drugs in and, to buy these drugs, mon- 
ey out, and on the export of high tech- 
nology vital to national tie fence. To htdp 
these illegal activities, von Raab has i 
fast-moving strike force nf IjMtt Cus- 
toms patrol (ifficers^ who operate [';'■ 
boats, 50 airplanes and six surveillance 
ndans, Working with other law en- 
forcement agencies, they use the most 
modem technology, including airborne 
look -down radar and computers, to in- 
tercept and Eippr^hend vinlators. 

fUjt it a monumental pr<d>lem, and 
while Custom* improve* its capability, 
the flood continues. In fiscal 1881 Cm* 
torn* seised 2J4 pounds of heroin K 3.74 1 
pound* uf cocaine. 17,901 pounda of 
1 1 . l: - i i j. - !: i . niilKkrii pnuE^lb of marijunna 
and milieu oriit--^ fif other iirireuiieH 
si rid dangerous drug*. Although those 
z%tv ij^iti-d impressive figures. Customs' 
recent interception of a 3 t 9C6-paund 
shipment af cocaine — a world-record 
hit— rcpraiMtftd only about 4 purcentof 
the cocaine that may annn.ill> enter ihi> 
nation illegally, according to i)w l^rog 
Enforcement Administration. 

With better management and a 
sweeping away of nonessential activi- 
tics p von Ftaah plans to make it tougher 
for criminals while making it easier for 
American* to travel and trade. □ 
— Grover HoFman 

in 



FOR YOUR TAX RLE 



Break for Hie Home Office 

By Samuel H Murray 



Now that offtae-at-home rides have 
been eased by IRS, the courts and Con- 
gress, more taxpayers will be able to 
deduct Lhe expertises of an office in the 
home, including a percentage of rent or 
mortgage and utility payments, and de- 
preciation on the house< furniture and 
equipment 

The court* have tended to consider 
more activities trade- or busim-^- relat- 
ed, ft requisite for a tax deduction. The 
office does not have to occupy an entire 
room: tt can be just a corner of the 
room, so Ionic LhsLL corner is used 
pxciusivHy and n-gtjJaHy rts lh* : nffi.- 
And Congresdt haft specified that it does 
not have to be the principal office of the 
taxpayer's primary business activity — 
something IftS had insisted on. As long 
as it is the principal of f tee for any busi- 
ness, even for moonlighting, the ex- 
penses are deductible. 

Nevertheless, restrictions remain. 
I . r example, an employe who works at 
home must establish that the office was 
lit up for the convenience of the em- 
ployer— aay t if the company does not 
jrjve a sales representative any office 
Space. Abo, lit- r-ii ■; -\ '.'Mvc^ 
the business activity's groas income 
k-fis the allucubk: part of interest and 
taxes on the residence. 

Medical Expense* 

Congress* in considering misting the 
floor for deductible medical expense*, 
Currently, only medical expense* In ex- 
teas of 3 percent of the taxpayer's ad- 
justed gram income are deductible. 
Figure* * percent and 10 percent 
have been heard on Capitol Hill. 

Thf tax cntfe (rear.s as n mH^l ex- 
pense amounts paid for diagnosis cure, 
mitigation or prevention of disease or 
for the purpose of affecting any struc- 
ture or function of the body, 

Su rnnming pools, dust collectors, hu- 
midifiers and elevator* fall into a gray 
area. If a doctor recommends the instal- 
lations to alleviate or treat a medical 
condition, part of the outlay— the ex- 



ATpfr: Fur Your Tan File w un informa* 
fion .vrrvrr for rradem. At* tot and 
Irgat ad niter* jb* guidance on all ttpr- 
vifir and inrtii-itiufit 1 awn 



cess r>f the expenditure over the ii> 
crease in the residence 's fair market 
value due to the installation — qualifies 
as a medical expense. 

The Internal Revenue Service may 
ask you to show a strong connection 
between vour medical condition and the 
installation. Recently, for example, IRS 
challenged deductions for a tractor and 
a snowblower that a couple bought to 
avoir! aggravating their back problems. 
The U,8 ; Tax Court didn't see sufficient 
connection between the mt-dieal prob- 
lem and the expenditure and refused to 
allow the cost as a qualifying medical 
expense. 

Outlays for hair transplants and ek-c- 
trolysn* are deductible. Face lifts and 
other cosmetic surgery also qualify 

Gondo Energy Credits 

Owners of condominium and coopera- 
tive nr.it:- can dWrn an t-jiergy Utx rr^J- 
it for conservation expenditures 
incurred by their homeowners' associa- 
tions. 

All homeowners are allowed a li) per 
cent tax credit on the first $2,000 speni 
on atorm window^ insulation, aulomal- 
ic setback thermostats and other items 
uo conserve energy. Such cost* can be 
allocated among owners. 

However, there u a tfr minimi* rule: 
Energy credits worth less than $10 may 
in it he claimed 

Also, if the owner sells during the 
year in which an energy conservation 
expenditure- is made, his share i& pro- 
rated btwed on the number of month* 
he owned the condo. 

The flame allocation rales apply to 
rlir larger credit— 40 percent of the 
firat $10.000— for equipment to ua« f o- 
lar, wind or geothermal energy. 

Risky Business Borrowing 

Individuals Subchapter S corpora* 
tiona and close [y held corporations that 
borrow from iheir pension plans to buy 
equipment may lose the 10 percent in 
vestment tax credit. The Economic Re- 
covery Tax Act requires that such 
buyer* be at least 20 MPWwt "at riak" 
to qualify for the credit, They can then 
finance the balance of the purchase 

N 



price with nonrecourse note* and stul 
claim the investment tax credit on the 
full purchase price* Aft borrowers repay 
the loan, they may claim the investment 
tax credit on the amount repaid each 
year. 

The problem is that if a related party 
makes the loan, even if it is a recourse 
IfPLjji, the borrower is not deemed to be 
at risk A beneficiary and the fiduciary 
of a pension plan Fire related parties, 

Hence, a borrower who pays for the 
equipment with fund* from the plan 
does not meet the minimum 20 percent 
at-risk requirement and cannot claim 
the investment tax credit. Obtaining 20 
percent of the money from a not In; r 
source won't satisfy th* '31 percent at- 
rUk requirement unless the balance of 
the burrowed funds i* from "qualified" 
lenders— and a pension plan w not a 
ijuahfied lender when it is related to the 
borrower. 

One solution: Arrange to borrow 
from 3i friend's pension plan 

Ail-So vers Into IRAs? 

Congress does rmt api^ar likely to 
extend the law authorizing all-aavera 
certificates beyond 1982, These savings 
iiuftruments, |iermtt an investor to ex- 
clude over his lifetime the fn>t $1,000 
of interest i $2,000 if he file* a joint re- 
turn). Tlit' interest m t»\cr&ti of the es 
elusion limit reported by a r^sh-l^sis 
taxpayer (most individuals file on this 
uasiM in the year the interest hi credit- 
ed «-r wwvh' iivnilalili. 1 — even if it tx not 
withdrawn. 

But momc lawmakera m the Hous* 
want, to let taxpayer*; make up to $2lNlO 
In pondedtictflilfl contrlbutiona to their 
Indiviflual f^etiremi-nt Aecountw in addi- 
lion to the standard $2,000 deductible 
contribution. They say the change 
would induce inveeitont wiUi expiring 
: l I J savors certifittitest lo roll over their 
proceed* into IRA&* thut keeping moo 
e$ in the savings atream. The inw«tor 
would continue to have a tax-free re- 
turn until he withdraws hi§ fund* dur 
ing retirement 

Samuel H. Murray w a principal 
with Arthur Andersen Company 
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Don't just 

follow business bends, 
sen/ ahead with 
Nation's Business. 




Many of the trends 
affecting business are 
coming from the halls of 
Congress and the offices 
of regulatory agencies. 
It's vital that you not 
only keep up with thenn, 
but stay ahead of them, 
Nation's Busrness does 
just that for you. It tells 
Vou how to react in order 
io protect yourseff, or 
Profit, from these trends. 
Over 1,000-000 sub- 
scribers use Nation's 
Business as their guide 
to business, making it the 
largest business magazine 



in the country. 

We can create meaning- 
ful perspectives because 
Nation's Business is at the 
cutting edge of Business 
Advocacy. As a publica- 
tion of the U.S. Chamber 
of Commerce, we can draw 
upon The Chamber's ex- 
perts who analyze the 
issues corning out of Wash- 
ington. You'll have the 
inside information on sub- 
jects ranging from anti- 
trust to minimum wage to 
transportation. You'll 
know where business 
stands and what you and 



the business community 
can do to combat or bene- 
fit from the government's 
legislation, regulations, 
administrative policies and 
judicial decisions 

Nat /en's Business is the 
only Business Advocacy 
magazine reporting busr- 
ness and economic news 
objectively, and advocating 
what's good for business. 
In these times, you need 
more than news, you need 
news you can use. Sub- 
scribe to Natron's Business. 
A smart move for staying 
ahead 



Nation's Business 





I'm smart enough to want to SHY AHEAD! 

I wgnt to begin a one-year subscription tmrnediWely 1 2 issues, 
at the low price of 522 or only S35 for two years— a 59 savings 
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PEOPLE IN BUSINESS 



He Makes What 
Farmers Wont 

In four years Jake Morse, 44. trans- 
formed his dream of managing a com- 
pany of his own into the reality of a 
nationally known manufacturing firm 
with mare than $5 million in. gross sales 
in fiscal 1981. 

Morse, a farmer's son, had h&en a 
plant manager, an industrial engineer, 
a public school teacher and a farm 
equipment dealer befnre entering his 
father-in* law's businc-^. farm equip- 
ment manufacturing. 

When his father- in-law sold the firm. 



what they want, he attend* 80 or more 
farm equipment trade shows a year and 
listens to farmers and dealers. He says, 
"It boils down to having the right prod- 
uct at the right time and marketing it 
well" 

Principally, that product ha* been the 
company's soybean and grain planters, 
known as drills, which he decided to 
make after many conversations at 
trade shows. ,J We recognized/ 1 he Hays, 
"that soy ben n and grain drills repre- 
sented a promising farm technique, 
Thv> rtllnw soybeans to he seeded while 
weed-control chemicals are applied, 
thuf- eliminating cultivation. This, re- 
sults in dramatic fuel savings/ 1 




Jake Morse a planting macrrioas stan-d ready 
Ufipreo St*t#a r Africa, and Cantnl and South 

Morse decided to start his own. In 1977 
five employes began working in a 7,000- 
aquare-foot plant near Jonesboro, Ark., 
making planting equipment Morse, tt 
the suggestion «f his wife* June, named 
the company Mariiss Industries, after 
their three daughters, Margie, Marcia 
juii] Mi'li^ii 

Although family member* work in 
the business, Marlins is not family-con- 
trolled.. Morse stays this helped him at- 
tract initial investors- 

Despite the poor econnmir environ- 
meni for farmers, Marl is* has had 
steady growth hi salt*- Morse attri- 
butes part of hts success to making 
"quality products that farmers want, 
not what you think they need." To learn 



for shipmant. Farmers m the 
America ara tils custom*! 1 *. 

Because it filled a need + Morse mays, 
"the Mariiss drill was accepted in the 
market from the first day it was intro- 
duced," The drill comes in various 
widths and is adaptable to conventional, 
no-till and reduced-tillage methods. The 
company was one of the Tint manufac- 
turers to recognize the importance of 
tillage methods that save fuel and re- 
duce soil erosion, and this trwwlated 
into heavy salt?s. To meet demand, 
Morse now has a 45.0W-square-foat fa- 
cility and JrW workers. 

Through export management cornpa.* 
nies. Mar lifts sells in Africa, and Cen 
Lral and South America, Mur*e, who 
was named the 1982 Arkansas Small 
Business Person of the Year, also plans 



to expand West Coast distribution of 
hi* products. 

From the beginning, says Morse, 
" Mariiss lias made a large commitment 
to research and development for a Com- 
pany of its size." 

R&D has enabled the company to 
take advantage of the changing agr> 
cultural market, and Morse wanti to be 
ready for any future opportunities that 
mme along. 

The Freet-Foote d 
Monster Cookie 

Specially delivered chocolate-chip 
cookies the size of a pizza are turning 
up at management meetings, offioe 
birthday parties and alt manner of oth- 
er places. They are the brainchild of 
New Yorker Marolyn Schwa ru, 

Schwartz 31, a former executive m 
the rock-and-roll music business, first 
bak$d the huge cookies for friends 
when she found heraelf at home with 
as infant daughter and time on her 
hands. Several friends commented that 
the cookie, which is IS Inches across, 
cuts like a pizza and serves more than 
20, would be a perfect &naek for tneet- 
ings. The cookies, were always a hii. "I 
uhi- i-iily natural ingredients, uud each 
cookie contains a whole pound of choco- 
late chips." Schwartz says. 

Last summer, Schwartz turned her 
baking into a business, the 1. M. Cookie 
Company, using her daughter's initials- 
She LauncVd a delivery service and ran 
a smaFJ ad in ARw Fork magttEfnftj ft 1 *' 
taring the service's name, The Cookie 
Courier, 

As orders came in mid volume in- 

LTua^'Ti, Schwtrt* wodwd hjufdor iiM 
longer ,L I had started mixing all thi 1 
cookies by hand with a wooden apt ion i 
and I resisted using any machines be- 
cause 1 kept telling myself, 'That must 
be my magic.' M 

Her husband, Jerome, an nccountant 
whose father is a baker, finally talked 
her into buying a mechanical mixer "t 
realised that if the business was to ftitf* 
ceed, I Would have lu make the changes 
growth demanded/ 1 says Schwartz 
who was delighted to find that the m*> 
chiue-mked cookies tasted just as good. 

Orders continued to increase. "Even 
with some help, f hriHlnia* was* a mutt" 1 - 
the-cfock operation, and t was afraid 
my oven would gis-e nut frnrn nrmstam* 
use/' she says. 

In January she moved the operatio" 
from hi-r Manhattan resiih^nre to :i 
small store nearby on Ninth Avenue. 
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Carolyn Schwartz will »nd nor cookies 
^Irnoit anywhere by Cookie Conner 

With ft in,im loan frnm friends and 
Natives, she equipped it with rammer 
^1 mixers arsd oven*. "That was a 
KtHki rnov+i," shr Sriyw, 'lH*caui"+' VnU'it- 
^ti(? + j{ lljiy busier than ChristmEl^f. ,, 

Hex staff now totals six, and her bne 
®r cookies has expanded to chocolate 
w ith chocolate chips, peanut butter 
^i^i oatmeal, u tfuint brownie a ad oth- 
e ^ Schwartz alao makes fruit muffins 
Ijftd wlls an assortment of gift pact 
^es of 8 msil] ruLikuj.s. 

The large cookies come in colored 
wrappings with ribbtiri* and greeting 
Jiiey are packed for shipping according 
™ tk fc flislsinw. T\w Conkip Courier ha* 
■illed firdvrH for members of Congress 
^d Hollywood stars and baa even 
Hn >Pped i cookie to London— for S80. A 
coukie coat* 124 in New York P where 
■Way b by cab. and $25 to 135 if 
wjvisred elsewhere in the U.S. 

1 love my work. 1 ' says Schwartz, 
*hi>saj"& ^rie tn adwavs tempted to sam- 
htr prijdudi. "We grossed I12S.0OO 

*e first six month* of 1982, and [ 
**Pjtet wi\ m to ^yble in the second 
Wfofth*y*ar/ p 

C foak-t.nd-Da9ger 
**«n Aid Executives 

As tin Air Force counterintelligence 
,l C^L Roy Tucker became aware 
'■i' hiL> 1Lv! c >K ],. lri | VL .„ 1U ,, . tlJ attractive 

!r^ c Tor tf-rr..rintf= "Yet/" he Kays, 
^umi- vib off^rintf information about 



By Mary Tuthill 



military, Tucker and two civilian coun- 
terintelligence expert*, rharkii Russell 
and Walter Burn&, starts Risks Inter 
national. The Alexandria* Va,, company 
publishes reports for business uubscrib' 
era about terrorists- activities around 
the world and advises companies 011 
what to do if they lire vktitnixed. 

We put out a mass mailing to execu- 
tives doinjr business in high-risk areas/' 
says Tucker, the firm'* president, "bill 
we already knew many of these jieopie 
and just told them we were starting the 
service/' Word of mouth aass proved lo 
be the most effective way to get sub- 
seribc-rs for the Rxraiftrr fiwk Assvw- 
mrtit reports. 

Subscriber* pay $L2ti(l jier year for 
monthly report* of atbout 34 pages and 
quarterly report* about twice that sixe 
The reports assess the level of risk in 
various parts of the world and explain 
why In addition to describing uigftiff- 
canl developments,, the reports give a 
chronology of Ur rrurial incident* for the 
period, showing the date, city, typi- of 
incident, target, nationality of thv tar- 
get and whether the terrorist attack 
riuceeeded. 

All the data for the reports art? stored 
in a i^mnll computer. 

In ita first year Risks Interna lion a I 
attracted about 2(H) subscribers. "\VV 
were ^true;Khng like most new comp:^ 
nies/ r -liys Tucker. "But we hadn't ex- 
pected the bottom to suddenly 



blossom, Sin« we were already retired, 
we were willing lt> start slowly, efitab- 
lisfi creijibihty and let irniwth take ita 
course." 

Credibility was soon well established, 
and information from the reports ap- 
pears in a number of books about ter- 
rorism. The reports havtf frequently 
predicted a potentially dangerous situa- 
tion two or three weeks before a seri- 
ous incident. 

The reports alio help bring in con- 
: irking work, which pays well. J| Four or 
five big totiBultin^ jobs are equal Lo 25 
i>r 'W) subscriptions say,s Tucker. 

The staj"f has grown from six to 
eight, rmd Tucker estimate that em- 
ployes haver a total of ISO to 160 year* 
-if i^pefh-iiri-. 

In adiiitkin, a network of associates 
all over the world can be caller! on for 
special expertise. Tucker does aot ex- 
peet to add any staff members in the 
near future, but m lilfiJd he hopes to 
expand the c&ttauhmg part of Risks In- 
Uirnatinnars bu^iniiss sad increase su b- 
srriptiane by So perceni, altbouirh he 
now haa a few competitors. 

Tucker and his staff would much pre- 
fer to help keep execntiveK out of trou- 
ble than to rescue them, But when it 
comes to a kidnapping or hostage tak- 
injr, Turker say«, "T put tht company in 
touch with the expert in their Area 
wbum I would Want aiTHi^e l.hr n.- 
lease if I were the victim/ 1 □ 
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m LB7B, after retinntr from (he 



14 ION'S in 



Wiltar Bomi (left) and Col Hoy Tuektr ot Riski lotvmirkxial discuss 
S polemiai 1hr*«l 10 AmflHcsn buHrn»*ff» wllh operation* OM«rs#as. 



WHERE I STAND 



Amend 
The Constitution 
To Require 
A Balanced Budget 



x 



4. 



This Is Where I Stand: 



YES □ 

&ge to balance the budget Members find it easier 
to run up deficits than to tut spending or increase 
taxes in the amount* needed Lo amid red ink. A 
emi&titutionul amendnumt requiring a balanced 
budget would eliminate that choice- Tb6 gOVtm*: 
men I would be forced to live within its means,, 
with provisions made for incurring deficits to deal 
with defense ttr .nlu-r emergencies. 



ha! an ced - bu rfgct amend me n t 
would deny Con^n.^ ih<- flexibility it needs to 
fiscal policy in the face of changing economic 
conditions. The LunctidmcntV rea.Lrictiori& could at 
Morne point prevent a majority of mL-mhers of 
Conirresis from hL-adin^ off Kenoujs economic dam- 
age. Americana already have Lhe power — their 
vote — to deal with elected officials whom? act inn* 
tm fiscal pnht-y da nnt reflect public opinion. 
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BUSINESS LIFE-STYLE 





Exploring 

Underwater 
World 



By John Costeifo 

Bored with the majestic bhow -dmi sI^m-s 
of the Rockies the molten Manila sunsets or 
Tii'- m;*tfir "f s 1 1 c i ■ « 1 1 1 j jlx 2 1 1 on the Taj Mahal? 

Well, there's a far vaster world awaking you— the 
underwater world of scuba diving, Your ticket of 
admission is n pair of diving goggles, a tank of air, 
>u mi fins and nmybe :i wet mill lis :i wel wnrhl 



Saa trtalurti di*pMy eiqiHUti 1 color* am) ttunning »h*pvt 





Some tUvftrt see in trw barracuda an underwater adversary because tts jam loofc almost ai menacing as a shark's. 



teeming with life — exotic plants that 
nuke orchids look humdrum; creatures 
of brtlliant hues, with shapes strange 
and fantastic; n world painted from I 
palette of shocking pinks, dazzling 
golds and crimsons, atrobelike yellows, 
iridescent blues. It's m Pkaaso seascape 
run riot with color and imagery that 
makes dry land set™ drab. Even when 
its blanket, of green runs amok with 
crimson and ochres in the fall, terra 
firm ii pales by comparis^ n_ 

This world even has ita submerged 
jungles, such as the thick kelp forests 
of f California that Mike Cower loves to 
prowl when he takes time off from 
Cower Prope rites, a real estate man- 
agement and L'or^ulting firm he owns 
in Sun Jose Kelp flourishes in the chilly 
waters of the Pacific coast from Cana 
da to northern Mexico. 

Same call the giant plants the se~ 
i)uuiA£ tif the Htra FVom : heir base, an- 
choired in the ocean bottom, the plants 
may stretch upward as much as 200 
feet. Like tree trunks, the 
y packed pillars of kelp 
be as thick as a man's 
At the surface, their fo- 
liage covers the sea like a 
floating carpet 
Scenic? 

Sure, but the dimly lit intern 
Mr of the kelp Forest holds 
more than catheaVallike vistas. 
It's thick I. v populated M"re 
than 7fJi kinds of critters— 
most of them fish — thrive in 
these underwater groves. 

are- rfsckfish, perrh r ca- 
baione and ling cod, not to 
mention mollusks and rruata 
ceans — abalone and lobster, 
for example. 

Cower s not blind lo beauty, 
but It wasn't aesthetics In 
drew hnn m these r jeeps It 
was appetite, 
"I started diving in tttSft/' he 
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say«, "when 1 was a senior in high 
school here in San Jose, My buddies and 
I would pile into my 9-year-old Kaiser 
am) hesid for the beach. We'd usually 
go to Santa Crux or Monterey, The 
beaches there are only about 30 miles 
away from San Jose. 

"And they had what we first went in 
for— abalone. Actually, ( didn't start 
taking game until my third or fourth 
time in the wat^r. But my parents were 
quite happy when I started bringing 
home lingcod, clams, abalone and lot 
%Ut. Wt; M ioted He* food, and I still iio h 
especially when T take it myself. 11 

(Iower> 4(3, has Hcuba dived all over 
the world But he prefers the West 
L-oast 

JI 0ur plant and fish life is so much 
more abundant than in the tropica," he 
say*, 'True, we don't have all the little 
colorful tropical fish, hut we have a lot 
more varieties of larger fish, And we 
have one thing you don't find in warm 
tropic water* — the giant kelp forests. 



Ptnnekamp State Park In the Florida Kays Ls Amarlca'i 
orUy underwater park— «nd a diver s paraoMae. 




In some places, they stretch for miles 
and miles* 

"U*s than half of our Pacific coast U 
HUTid hearh Most of it is rocky About 
SKI percent when yuu get up into Ore- 
gon, And you'll find kelp beds all the 
way down to Itaja California. The kelp 
bods are where everything goes to 
spawn " 

But there's mare u> his hobby than 
just great cuisine. 

"Diving," he says, "is a Ruporre lad- 
ing sport. Mentally, it's a real chal- 
lenge. You're in a different environ- 
ment, and your mental foeus on what 
you're doing js intense. You fan have 
the weight of the world on your shoul- 
ders when you go in the water, but once 
you do, your problems Vanish." 

■E ^ks .\ciLP fish solved the pmblefla P 
E how to live and breathe under ft'*" 
ten Man, Sucking gills, found the ta^k 
tougher. For him, it wasn't solved saria* 
facto rily until 1943. 

That year, a French Niflf 
captain, Jacques Yves Oufl- 
leau. introduced the CousteaU' 
(lagnaii Aqua-Lung, a tle^c* 
using cylinders of compre^** 
air with a regulator thai nuto 
maticsJly adjusts the presstff* 
Lo the diver's needs. 

At sea level* the atmo^ph^ 
exerts on the human body * 
pressure of 14,7 pounds 
square inch. Pot every foot the 
diver descends into the water, 
that pressure increases- alnntf* 
half a pound per square inch 

At it3 feel below the surfu^ 
the external pressure ^ n * 
diver's body ls double that ft 
sea level. To offset it, the pr*5" 
mire of the air he 

most be double, too. At M 
underwater, the press urv l * 
triple that at sea JeveL and * 
*JD feet, four times ah gr^t* 



d complicated? With his corn- 
pn-Hsed rtir ijink strapped to his back, 
the diver can memly ignore those Bg- 
unrs Hit*. self-contained underwater 
breathing apparatus (SCUBA) equal- 
ises l.flH Wi*UT J^-SUIV 

|i- ( 01 :sTkav-'s apparatus made scuba 
idivitig possibly his book. The Silent 
World, cJiH much to make it papular. 
After World War II, the sport cauphl 
( >n qciickty worldwide. 

in 1959, the Underwater Society of 
America w;i* formed to represent wa- 
ter spurts in the United States. 

About 2.3 mi I] km America™ are ae> 
tive recreational divers, says John J. 
McAriiff, director of the National! I n 
dorwaier Accident Dnta Center at the 
University of Rhode Island. Their num- 
ber w merging 100.000 tu 125.000 & 
yuar, he tt&ys r 

What do Ehi-y spend on thi'ir hobby? 

^Around 8500 million a year/ 1 *»ti* 
■fiate* Robert L. Gray, executive direc- 
lt,r «f the Diving Equipment Manufac- 
turers Assot iatinn About half of that 
■ for travel, the rest for equipment arid 
training. 

"A rompK-U' scuba outfit might nm 
*lfi00. That's for the works— niaak, 
llood, regulator* wet suit, gloves, br>ots r 
fl ns. depth and pressure gauges, com 
Pfcas, backpack, buoyancy compensator 
wid dive watch. But a lot of diver* rent 
feir graiir," 

Ed KaUsuin, -> : . .:- nii 1 Jklahgma rqi 

J^sentative for Put well Motor Product* 

Company, He \s tttao executive vice 

Pf^id*mt of the Underwater Society of 

America. At hi* hume lit Oklahoma City 

hi lias more than 300 scuba diving tro- 
phies 

. r My wife just dearly hates Vm at 
^uaecleaning time/ 4 he say a. 
Balaton haii done his share of saltwa- 
scuba ilivifiji, but he doesa/ t need a 
y'h* forest or a coral reef to enjoy the 
bobby, 

"i wjih a member of Die national 
H teirfi.hhinji championship team three 

\n$** m a ™ w " ^ through 
iJbfi. TIip contests follow the rules of 

H 10 Und«rwau-r Society, bui they're 
J^Kted hv local councils, So most of 
™m have been held in frauh water." 

Kahlua has picked up trophies at 
lenkiller Lake in Oklahoma, Lake 
^*'Y>naujrhy in Nebraska and Table 
"^k Uki- in the Little Shepherd of the 
"ilta country- in Missouri, 

"a the rlaM and West coasts" he 
|^y*r "nitiM divi-ra lire m kin Tiers Srj iCs 
* r d to find a council to sponsor a acu- 
l ^ Vf 'nL Thev don't have as many scu 
n * *vera an we have in the middle of 
JE c ' 3 ^try. [fa not much fun to skin- 
* her e, mincu the water wri t dear 
*•> stay down for u white and See 
^ underwater world, von need scuba 
^tpment.' 

'Wrfiahmg is not only a chalknjrinir 



sport he enjoys but also a boon to what 
he calls line fishermen. 

"In freshwater Jakes/* Ralston ex- 
plains, "wis take only rough fish like 
carp, buffalo, drum, shad or gar — not 
game fish. I've seen gar gulp down the 
roe of bass by the thousands, and carp 
can laku over ll laku and crowd out 
game fish, as they did at Ijake MeCon- 
aujrhy, We held our ApearfLEihin^ eham- 
pionahip there in \ and took out tons 
of carp. After that, the gnrae wardens 
welcomed us.* h 

When he's spearftshixi£— he went to 
tournaments one year— Rate ton 
serveH as his own baiL 

"You find a pJace to park yoarself r 
where the fish have to come to you 
from the front. Thea you use your 
b nothing to attract Lhpnr If you hold 
your breath, then let it out all at once, 
you make a booming nobe underwater 
You have to bruathe rhythmicaJly, nev- 
kt chaii^fioK pitch or tone — then they II 
come to box at you. We head for 
murky water. Visibility of 2 or maybe 3 
feet is perfect The fish, being curio ua, 
has to come closer. So you have a lot 
better chance of getting him, 

" But you have to be quick. There's no 
aLmjng underwater. You just point your 
spear jfun and fin-, aj* in the old days 
out Weal with a six-shooter/ 1 

Sup on a diver's mask, swim fans, a 
tank of air and drop into the water 
by a coral reef, Just a few feet below 
the surface you discover a colorful, wet 
world that a landlubber would never 
dream existed. 
It's full of fellow swimmers. 
Swimming alontf with you in the crys- 
tal-clear water there's yellow jack, pink 
and pea-green surf parrots, neon go- 
bie*. blue-striped jjrunL. btack angel- 
fish. Growing on the reef are red 
sponges, lettuce coral, fcather-duater 
worms — an almost infinite variety of 
creature^ biwre ;u i n 

Thiit H ;i world Paula M Novotny 
lovea. It's not a dangerous realm. 

Jl Except fcir some sharks, none of the 
creatures of the sea are really aggres- 
aive," tayn Novotny, ftt 'Tre been div- 
ing for five years and I've never 
encountered one. 1 ' 

Novotny, an art instructor and owner 
of Dive Art, which makes T-shirts, sta- 
tionery and greeting curds with diving 
motifs, learned to ficuha d»ve in Hawaii. 

"My flusur and I were on vacation ui 
the Kona Surf Hotel on the big island 
of Hawaii. We took a quickie course 
and then went out tin a trimanm to a 
reef a few miles offshore. 

"The minute I went below the sur- 
faee I was hooked, I just loved tbt* 
world L saw. Its beauty amauKl me 
When [ got back to Indiana^? I in. I de- 
cided to learn all [ rould about diving f 
took master diver lesson * from a local 
dive shoji, then got my instructor's li- 



cense from the Profesakmal Associa- 
tion of Diving Instructors." 

Where are her favorite places 
dive? 

"The Red Sea and Australia's Great 
Harrier Reef are fantastic, but my fa- 
vorites are Grand Cayman and Bonaire 
the Caribbean. I don't like to dive 
deep; you use up yoar air too quickly. I 
like to stay down a couple of hours at 
about 30 feet You can do that at both 
places." 

But doesn't sight-seeing pall after a 
while? 

M No," Novotny says, * 4 Besides f there 




A. dhfsr flodi mi going cumbt^ome on 
land, but und*rwi!#r ht'i ttn ■ ftftl. 

are Iota of other things to fid. like la* 
teraeting with rhr^e ^ea creuturea. At 
Grand Cayman, fcfcwe* Waldo, a majr- 
nifiwnl " foot peep moray eel- It 1 * fun 
to take bait fb=h down and feed him 
Hollywood rnakef* tnoray eels out to fx- 
daogemu* agjjrejssors, but ihat + a a 
bunch of celluloid 

"Arid now I'm mu* underwater pho- 
to fraphy. When you take pictures, 
you're briiijring back memories, too. 

"Remember that Iti penrent of our 
planet is water— we call it planet Earth, 
hut it s mostly water That'll whew it's 
at. for me, I think of il it* planet Water. 
To me, it's synonymou! with Ufa. 

"Water is inner space. J Like to *m 
plor* it" □ 



The Roofs off the Flat-Rate 
Tax Movement 



r; the flat-rate income tax a powerful idea 
whose time is near? Or is it a naive wish that 
the lax system of a massively complex econom- 
ic giant can In- reduced to a single, wimple calcu- 
lation? 

"Thme are two of the key questions that will 
be addressed when the national debate over a 
flat-rate tax gets under way this fall. {For de- 
tafift, see page 2£ ) 

At that time, the many rani ideation* of this 
plan will begin to receive a much closer look 
than they have had over the years that tax 
reformer* have been pressing the idea. 

Business will participate in that analysis, re- 
serving judgment until the debate becomes 
more focused. There are so many variations 
among the plans being offered that serious con- 
sideration cannot begin until there is at least 1 
consensus on broad outlines. 

But it is highly relevant now to consider the 
forces that have brought the flat-rate tax plan 
to its p resent state of visibility in Washington. 

The tax collector, of course, has been one of 
the least popular figures throughout history. 
Rarely, however, has any country fashioned a 
tax system so universally disliked as that oper- 
ating in the United States. 

Front the lowest to the highest brackets* tax- 
payers are convinced that the system distri mi- 
nates against them in favor of the others, 

Lower-income workers, including those who 
pay little or no federal income tax + are bitter 
over what they see a* loophole* that enable the 
rich to escape taxation. Upper-bracket individ- 
uals, forced to turn over half of their incomes 
to the federal tax collector (the maximum was 
70 percent until last year), resent what they see 
as massive use of their money for social pro- 
grams of little proven merit. The middle class 
complains that it lacks access to either tax shel- 
ter* or social programs . 



Other important considerations enter into 
Americans' perception of their tax collection 
system. Amendment upon a mend men I to the 
tax laws has spawned a deluge of paper work 
and substantial record-keeping requirements 
for individuals and businesses. Some of this 
paper work h rreeawtry to provide taxpayers 
with opportunities to lower their tax obligations 
through exemptions, deductions and other ex- 
clusions from income. 

But business people dealing with both indi- 
vidual and commercial tax forms generally see 
themselves trapped in a maze that's impoaidbfc 
for the average person to understand. The cost 
of paying the taxes themselves i« then com- 
pounded by the expense of hiring lawyers, ac- 
countants and other technicians as guides 
through the -form jungle 

There is, finally, the element of taxpayer con- 
cern that the tax code contains unseen pitfalls 
that could make them unwitting violators of the 
law. 

A study by Citizen's Choice, a grass- roots 
organization affiliated with the U.S. Chamber 
of Commerce, found that the most common rtv 
action of individual citiaens to the tax collection 
agency is fear— based on "the almost unbeliev- 
able complexity of modem tax laws," 

A thorough congressional review of the coiv 
cept of the flat-rate tax is most welcome. In 
making that analysis, however. Congress 
should remember that the growing support for 
the flat-rate tax has its roots in deep disillusion- 
ment with the current system and in not just a 
movement seeking easy answers to difficult 
problems. 

Supporters of the fiat-rate plan say St offers 
faime&s and simplicity. Whatever the final deci- 
sion on that specific approach, Congress owes it 
to the American public to devfeu? a tax system 
that meets those two criteria. □ 
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